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MODERN WILL CLASSIC 


OPTIONAL VALUATION DATE 


FEES IN PROBATE 


13,725,619 people saw U.S. Steel movies in 1959. 


Business and proiessional groups, schools and the 
general public, watched some three dozen U. S. Steel 
educational films in over 47,000 separate showings. 
Perhaps you have seen some of these films: 

‘‘Rhapsody of Steel’’ has been praised as one of the 
finest theatrical shorts ever produced. It shows the 
history of steel from its Stone Age discovery to the 
important role this remarkable metal now plays in 
conquering space. This outstanding animated color 
film is now being shown in a number of motion pic- 
ture theaters throughout the country. 

“Plan for Learning’ won an NEA School Bell Award 
last year for “distinguished public service advertising 
in behalf of education.” This color film tells the story 
of how one community worked together to build a 


much-needed new school. In addition to group show- 
ings, the film was also featured on TV. 

‘‘The Five Mile Dream,’’ a theatrical short, is the 
story of bridging Michigan’s Straits of Mackinac. 
Almost 314 million pcople saw this film last year. 
“Practical Dreamer,” which offers kitchen planning 
tips; ““Mackinac Bridge Diary;” “Jonah and the 
Highway;” and “Steel—Man’s Servant” are some of 
the films most requested during 1959. 

If you would like complete booking information 
about U. S. Steel movies, write United States Steel, 
525 William Penn Place, Pittsburgh 30, Pa. 


USS is a registered trademarl 
(iss) United States Steel 

















GOODYEAR DIVERSIFICATION AT WORK 
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Drinking Fountain for a Million Acres 


This is the new way to water the good earth. Fer- 
tility comes to thirsty land from water flowing through 
seamless, jointless concrete pipes — made on site. De- 
veloped with specialized assistance from Goodyear, the 
method replaces open irrigation ditches, unsafe, waste- 
ful and unsanitary. 

Concrete from ready-mix trucks is poured around 
inflatable rubber-and-fabric forms, Goodyear-designed 
and made. 

The line races forward at 8 to 12 feet a minute —a 
single unit that may stretch for miles. Only two hours 


Lots of good things come from 
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after pouring, the forms can be deflated and used again. 
Gone are the costs and breakages of transporting short, 
pre-cast pipe sections. There is never a leaky joint — 
because there are none. All the water gets to the crops, 
without evaporation loss. 

The method is versatile. Already it has been further 
developed for construction of community storm sewers 
and highway and road drainage. 

Before a seed is planted to bring a dry farm to life, 
Goodyear imagination, research and development have 
been at work — enriching the land for tomorrow. 
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WHEN AN ATTORNEY NEEDS 
A FRIEND IN ILLINOIS... 






































When a lawyer encounters business questions — where 


a bank can be of help—he turns to a valued and 
experienced friend who will supply hard-to-get, 


reliable information and helpful advice on... 


e credit information 
¢ the local business and industrial outlook 


¢ investment-management problems 


He turns to... 


TRUST DEPARTMENT 


CITY NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 
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Cover Picture . . . Leisure has become truly 
big business in America, what with long 
vacations and earlier retirement. Spending 
habits are changing as a consequence, and 
with modern air and super-highway speeds, 
more places are becoming available. The lit- 
tle town of Ouray, set snugly in a Colorado 
Rocky Mountain valley, is one which Ernie 
Pyle described in his book on America as 
“the most beautiful spot in the U.S.A.” It 
is the northern terminus of the Million 
Dollar Highway, so-called from the value 
of the minerals used in its construction, 
only later found to be gold ore. The mil- 
lions of participants in the sport of Boating, 
which leads all other forms of recreation, 
are responsible for the amazing development 
of manufacturers in that industry, but the 
list is long and varied in all sport fields. 


Photo by Louis C. Williams 


— CORRESPONDENCE 


Congrats on Column 


As a long time life insurance under- 
writer and interested in estate planning, 
it was most stimulating for me to see 
your inaugural column on life insur- 
ance. Congratulations on your selection 
of Charles C. Robinson as contributing 
editor to conduct this long-needed col- 
umn in your informative magazine. 


The first column, written in an easy 
to understand manner, demonstrated 
how life insurance men sell life insur- 
ance to cover estate shrinkage. The trust 
officer, the attorney and the C.P.A. gen- 
erally know life insurance policies and 
their uses. This new column — or at 
least the first one — simplifies how men 
use life insurance so that the former 
three professions and our life insurance 
underwriters can better understand each 
other and our products. 


Alfred S. Howes 


New York 


National Trust School Has 
218 in Session 


The first annual session of The Na- 
tional Trust School, conducted by the 
Trust Division of the American Bankers 
Association, opened August 8, on North- 
western University’s Evanston campus 
for a three-week session. The student 
body, composed of 218 bankers, comes 
from 44 states (including Alaska and 
Hawaii), Canada, Puerto Rico, and 
Venezuela. The banker-students range in 
age from 22 to 60. 


Smaller banks have the largest repre- 
sentation, with 94 students coming from 
banks in the under-$10-million category. 
There are 42 men from banks in the 
$10-to-$50-million size. 18 from the 
$50-to-$100-million group, and 56 in 
the over-$100-million category. There 
are also 8 students from bank super- 
visory agencies. 

Illinois has the largest representation 
with 26 students, followed by Massachu- 
setts with 13, and Ohio and Pennsyl- 
vania with 10 each. Georgia, Michigan, 
North Carolina, Texas, and Virginia 
have 9 students each; 8 each are from 
Indiana and Missouri: 7 each come 
from Minnesota and New Jersey; 6 
from Iowa. Thirty states are represented 
by from 1 to 5 students, with 1 each 
from Canada, Puerto Rico. and Vene- 
| zuela. 
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A NEW CLASSIC IN WILLS came to light 
with the probate of 'Jack' Kelly's testa- 
ment in the Philadelphia Orphans' Court. 
Its gems of advice, personal considera- 
tions and generosity — all in clear lan- 
guage, larded with good humor — are in 
marked contrast to the almost universally 
cold, legalistic documents that sound more 
like products of an electronic brain than 
a human heart. The will (p. 711) is in 
part a literary masterpiece, yet So ex- 
pertly phrased as to give assurance of 
fulfillment of the hopes of Princess 
Grace's father that "it will never be 
necessary to go into Court over the 
spoils" for "to me the all-time low in 
family affairs is a court fight..." 

The newspapers have, unfortunately, em- 
phasized as literal Mr. Kelly's recitation 
that "I will attempt to write my own 
will." Figuratively that is true, but it 
is obvious and true that his attorney 
counselled and guided him on the technical 
aspects. This is an excellent example of 
such coordination and Mr. Kelly has done 
a great service in redeeming the art of 
will-writing and, we hope, in setting a 
new pattern for the disposition of world- 
ly goods and their just enjoyment. 


CHOICE OF VALUATION DATE FOR FEDERAL 
estate taxes is not the simple matter it 
was when the alternate one-year-after-death 
date was first permitted by the 1935 Rev- 
enue Act. Then it was a question only of 
which date produced the lower set of val- 
ues and those were the figures used on the 
estate tax return. Through the years 
other considerations have affected the de- 
cision, among them the cost basis for in- 
come tax purposes, the marital deduction 
and credits against other taxes. This year 
another factor has been introduced — for New 
York estates — by that state's conform- 
ing its income tax law to the Federal. The 
effect of this measure in the light of the 
absence of the optional valuation privilege 
under the state estate tax law, as well as 
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tke impact of the other influences on the 
choice of date, are analyzed at p. 714. 


A PATTERN OF ATTORNEYS' FEES IN PROBATE 
is suggested as the result of a nation-wide 
survey of the law and practice governing 
compensation of lawyers representing execu- 
tors and administrators (p. 719). Only 
eight states have statutory schedules 
while in a Similar number State Bar Asso- 
ciations have promulgated recommended 
schedules. In the other jurisdictions the 
range varies widely not only as between 
States but within each state. A uniform 
basis is endorsed by the study. 


MORE THAN $57 BILLION IN PERSONAL TRUSTS 
were under bank and trust company adminis- 
tration in the United States in 1959, ac- 
cording to a national study by the Trust 
Division of the American Bankers Associa- 
tion. This, the second survey by this 
body, shows a rise of $7.5 billion in one 
year, of which some part must be credited 
to increased values. Common stocks, with 
65% of the total, continued as the largest 
investment category, compared with 61.7% 
in the previous year. (See p. 717.) 


PHILANTHROPIC FOUNDATIONS' ASSETS TOP 
eleven billion and cover a range of ac- 
tivities from pure science research to 
providing dinners for horses, according to 
the recent, and to date most comprehen- 
Sive, study by Frank E. Andrews and co- 
editor Ann Walton. Some $625 million, 
mostly income, is spent each year by the 
5,202 foundations for which information 
is included. About 7,000 more are listed 
as too small for detailed description. 
Education receives by far the largest pro- 
portion of grants ($257 million) with 
Health and Social Welfare next at over 
$90 million each annually. Review of this 
"Foundation Directory" (p. 765) gives 
further details on the various types of 
Foundations, including 101 Community 
Trusts, and nearly 3,000 Family founda- 
tions, a group whose phenomenal growth has 
been spurred by high tax rates. Mr. An- 
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drewS believes that the oldest (1743) or- 
ganization of this type is the American 
Philosophical Society, followed by the 
‘'artificers trust' created by Ben Frank- 
lin's will in 1791. The authors have ren- 
dered a true public service in outlining 
the scope of philanthropic work and its 
contribution to the nation's needs. 


ESTATE PLANNING ROLE OF TRUST INSTITU- 
TIONS has been clarified in a joint state- 
ment issued early this month by the Na- 
tional Conference Group of the Bar ASSso- 
ciation and American Bankers Association 
Trust Division (p. 718). According to some 
quarters considerable confusion has been 
injected into this area by the Opinion on 
Estate Planning issued last year (T&E, 
Nov. '59, p. 1135) by the Bar's Committee 
on Unauthorized Practice of the Law. 

Among other things the feeling was that 
the subject matter properly belonged with- 
in the province of the National Conference 
Group which had worked with substantial 
success over a period of almost two 
decades. The new statement was submitted 
to the Unauthorized Practice Committee 
some time ago but no action had been taken 
on it as of the release date. 


MARGIN REDUCTION TO 70%, EFFECTIVE JULY 
28th, came as a mild disappointment to 
financial circles, where something. around 
the 50% range had been expected. Market 
effect was slight and short-lived against 
the general background of pessimism which 
had surrounded the stock market in preced- 
ing weeks. 


THE NEWEST WONDER DRUG is a combination 
of more insidious nostrums and sedatives 
than have heretofore been offered an un- 
Suspecting public. It comes in the form 
of certain political platform planks and 
is not subject to control by the Pure 
Food & Drug Act....Much umbrage was taken 
at the Japanese riots against the Treaty 
when hardly any had read its terms. We 
Should be more critical of our citizens 
who do not read the two party platforms, 
for probably more than ever they are blue- 
prints, for individual enterprise or for 
more government take-over and inflation. 
Because these platforms are so basically 
economic they should not be judged by 
partisan politics. Stalin prophesied that 
America would not have to be militarily 
defeated; it would spend itself into bank- 
ruptcy. Which party emphasizes fiscal and 
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N. Y. Public Library Picture Collection 


“AFTER READING THE WILL,” by C. Becker 
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individual responsibility; which one 
paternalism by hand-outs? Which one has 
tried harder to control the supergovern- 
ment of certain labor unions? Which one 
thinks it knows better than the taxpayers 
how to spend their money? And to pay for 
the ‘goodies for all' — except the tax- 
payer who supports them — the Democrats 
pledge to raise our GNP by 5% a year. How 
can this be done except by actually con- 
trolling industry, or by inflationary gov- 
ernment spending? It takes courage to vote 
against Santa. 





HOT WEATHER NOTES 


It may be just a rumor, but these days 
are not for skeptics. Perhaps it was the 
dockside facility opened last year by a 
Miami bank that started it, but there's 
talk a competitor bank is thinking of 
opening a Sswim-in window for skin-divers. 
That will leave the way still open for 
putting an astronaut branch in orbit..... 

Not to be outdone by the Fifth Avenue 
haberdashery that installed a Dog Bar 
(drinking fountain) on the sidewalk, a 
Virginia bank reports canine approval of 
its practice of handing out dog biscuits 
to dogs stopping at their drive-up window 





— even if accompanied by humans. How long 
is this discrimination against cats, 


guinea-pigs, parrots, etc. to be toler- 


ated?...Speaking of cats, a lady feline 
recently deposited her three kittens be- 
Side the vault in a New York bank, re- 
turned nine days later to check on its 
safekeeping service claims, found all had 
increased in corpus....Cradle-to-grave 
banking can come at any moment: a Montana 
bank provides "safety-belt high-chairs for 
parking babies of customers; however it 
does not yet have an estate department... 

What would you think if you looked up 
from your desk on a foggy Monday morning 
to be greeted cheerily by a half-dozen 
dwarfs in top hats chirping "Compliments 
of the xxx Savings Bank"? and bearing 
flowers. It may happen to you as it did 
to officers of a commercial branch bank 
across the street from the newly-opened 
Savings institution — the same that de- 
lights the Madison Avenue pedestrian with 
an ice-skating show in the windowed lobby 
at Christmas, a string quartet or dog or 
fashion show at other times. We can under- 
Stand the tie-in line for the fashion- 
Show, but what about the dog one?...... 

To an editor brought up in the era of 
stuffed-shirt dignity these are hopeful, 
but sometimes pretty disconcerting, signs. 
We remember the plainly-dressed million- 
aire who walked into ‘Baker's Emporium of 
Banker Banking’ years ago, saw the offi- 
cers with their hats atop their roll-top 
desk, turned around and was heard to re- 
mark "I don't want to put my money where 
they're that ready to clear out."...... 
Banking can do without the Pompous Penny- 
pincher but do they have to compete with 
Barnum and Bailey and the T.V. Giveaway 
Shows? After all, they're up against pro- 
fessionals in those leagues. Why not just 
relax on the proselyting spectaculars and 
Stick to appeals that bear some relation 
to banking — and its interest in the prog- 
ress of the community? 





NEW COMMON TRUST FUNDS 
The following Common Trust Funds should be added to the lists published in T&E during 1959; Jan. p. 28, Feb. p. 114, 


Aug. p. 758 and Dec. p. 1213. 


Date Started Bank Type 
5-1-56 Branch Banking & Trust Co., Wilson, 

N.. €; L 
3-1-59 Riggs National Bank, ‘Washington, D. Cc. D 
7-1-59 First National Bank, Denver __...___ CS 
7-31-59 Albuquerque (N.M.) National Bank - _CS & FI 
9-1-59 Boston Safe Deposit & Trust Co... ss F' 
9-15-59 Twentieth Street Bank, Huntington, 

ww, Va... L 
11-1-59 First National Bank, Madison, Wis. _cs & FI 
11-1-59 Portland Trust Bank, Portland, Ore. D 
12-1-59 First National Bank & Trust Co., 

Waynesboro, Pa. wt. Se 
12-31-59 Genesee Valley Union Trust Co., 

mocnester, N.Y... CS 


Date Started Bank Type 
1-1-60 Citizens & Southern National Bank, 

Do 8 ES ee ees nce ee cs 
-15-60 Canal National Bank, Portland, Me.__. FI 
-31-60 First National Bank, Fort Worth —. CS &FI 


Bank of New York, N. Y. C. Ss CS 
-29-60 Kanawha Valley Bank, Charleston, 

2 See aE Se at ee ee p D 
2-29-60 First National Bank & Trust Co., 

Oklahoma City, Okla. - = D 
3-1-60 First National Bank & “Trust Co., 

| <i a ene FI 


3-1-60 York (Pa.) National Bank & Trust Co. CS 
Security Trust Co., Rochester, N. Y. CS,FI&B 


Key: D—Discretionary ; L—Legal; CS—Common Stocks; FI—F ixed Income; B—Municipal Bonds. 
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A New “PHILADELPHIA StoRY’ 


“Jack” Kelly’s Will a Human Document 


ILLS HAVE TRADITIONALLY BEEN 

\\) considered a lugubrious type of 
document, and the legal jargon, tax 
technicalities and assorted qualifications 
that make up most ‘modern’ testaments 
have done nothing to make them more 
appealing to write or to read. Now 
Princess Grace’s father, “Jack” Kelly, 
Philadelphia contractor and sportsman, 
has set a precedent with his recent will. 

‘Jack’ Kelly was a well-known and 
well-loved man in business, civic and 
sporting circles, the latter through his 
interest in a racetrack and rowing, in 
which latter field he was a champion 
and which sport he kept up throughout 
his life. 

Not since the famed ‘Lounsbury Will’ 
has there come to our attention such a 
human document of this style; at once 
fatherly, spicy with good humor and 
undoubtedly legally sound. What is 
more, it is an unusual example of lay 
and professional collaboration. The will 


of John B. Kelly begins thus: 


“For years I have been reading 
Last Wills and Testaments, and I 
have never been able to clearly under- 
stand any of them at one reading. 
Therefore I will attempt to write my 
own will in the hope that it will be 
understandable and legal. Kids will 
be called ‘kids’ and not ‘issue’, and 
it will not be cluttered up with 
‘parties of the first part’, ‘per stirpes’, 
‘perpetuities’, ‘quasi-judicial’, ‘to wit’ 
and a lot of other terms that I am 
sure are only used to confuse those 
for whose benefit it is written. 

“This is my last Will and Testa- 
ment and I believe I am of sound 
mind. (Some lawyers will question 
this when they read my Will, however, 
I have my opinion of some of them, so 
that makes it even).” 


The statement that he was writing his 
own will led to the erroneous conclu- 
sion, in the newspaper and other press 
reports, that he had not consulted a 
lawyer, and may have given many 
readers the impression that they might 
well follow the example of ‘doing it 
themselves’. While Mr. Kelly did use 
his own unique expressions, the fact 
should be obvious that he did so with 
the advice of his attorney, whom he 
directed should be retained as counsel 
for his estate. 
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To Mrs. Kelly he left his residential 
real estate and all tangible personal 
property, together with any insurance 
thereon, with a request she give per- 
sonal belongings to their son John, al- 
though she may consent to requests by 
the other three children for keepsakes. 


Expressing the wish “to take full ad- 
vantage of the marital deduction,” Mr. 
Kelly gave to his trustees, in trust for 
his wife, one-third of the residue, plus 
such additional amount as is necessary 
to obtain the maximum deduction after 
taking into consideration other gifts to 
her qualifying for the deduction. From 
this trust Mrs. Kelly is to get all the 
income and so much of the principal 
“(including all of it, if necessary) as 
my trustees consider advisable for her 
support and welfare so that she can live 
in the manner to which she has been 
accustomed and could afford if she had 
full control of the money” (including, 
among other things, money for a fur 
coat or car). Mrs. Kelly may during 
her lifetime appoint any or all of this 
trust to her children in equal shares, 
or under her will (specifically referring 
to this power) to her estate or her 
children. Any unappointed principal 
passes to the residuary trust. 


Stock Interests 


Referring to his stock in John B. 
Kelly, Inc. of Penna., the testator di- 
rected his fiduciaries to carry out the 
agreements entered into with Jesse 
Otley, authorizing them to retain the 
balance of this stock and the New York 
company of the same name and to vote 
for Otley and Edward Hagerty as re- 
spective presidents of the two firms. 
Observing “how stock gets involved 
with the wives and husbands of chil- 
dren,” Mr. Kelly requested that if any 
child finds it necessary to sell his inter- 
est the offer at a fair price should first 
be made to the other children and Mrs. 
Kelly, then to Otley, and then to the 
employees of the company in order of 
seniority. The major asset of the estate 
consisted of the business interests, Mr. 
Kelly having previously disposed of 
various assets among his family and 
friends. 


Among the nine rather standard 
powers clauses is the grant of broad 
discretion in making investments with- 
out limitation to legals, but Kelly added 
a desire that the trustees invest with a 
view to preserving principal rather than 
obtaining high income or capital ap- 
preciation, calling their attention to the 
investment advice given to the children 
elsewhere in the will. Preference is ex- 
pressed for U. S. Government Bonds, 
top grade municipal bonds, and corpo- 
rate bonds with the highest rating in at 
least two leading investment services. 

All death taxes are to be paid by the 
“residuary beneficiaries out of their 
separate funds (after setting aside the 
separate trust for my wife) as if such 
taxes were their debts.” 


John Brendan Kelly and Provident 
Tradesmens Bank and Trust Co. of 
Philadelphia are named executors. John 
is also named trustee with Mrs. Kelly 
and a friend, John M. Davis. The benefi- 
ciaries are given the right, through the 
Orphans’ Court, to remove a trustee 
who in their opinion (which is final) is 
not discharging his duties “in a capable 
and efficient manner and for their best 
interests.” 


Quotes from Will 


The more unusual and delightful or 
philosophic clauses of this will are 
worth quoting verbatim, and may set a 
precedent for recapturing the individu- 
ality of the makers of wills. 


“Godfrey Ford has been with me over 
forty-five years, and has been a faithful 
and loyal servant. Therefore, I want him 
to be kept in employment as long as he 
behaves himself well, making due allow- 
ances for minor errors of the flesh, if be- 
ing slightly on the Casanova side is an 
error. I want my survivors to feel an 
obligation regarding his comfort and 
employment. In addition, I give him 
$1,000 outright. I have already turned 
over to him the bonds I bought for him 
at Christmas each year... 

“If there is any question as to how 
much is to be included in this [marital 
deduction] trust due to delay in ap- 
proval of the federal estate tax return, 
my executors and trustees shall not be 
liable for any excess income or interest 
paid to my wife in the meantime and 
she shall not be required to give any of 
it back if it turns out they have paid 
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her too much. My wife shall have power 
from time to time to withdraw for any 
purpose so much of the principal of this 
trust as she may desire... 

“I give the balance of the residue of 
my estate in equal shares to my son 
Kell (John Brendan Kelly), my daughter 
Baba (Margaret Kelly Davis), my 
daughter Grace (Her Serene Highness, 
Princess Grace) and my daughter Liz 
(Elizabeth Anne LeVine). If any of my 
daughters does not survive me, her share 
shall pass equally to her children who 
survive me, or in default of any such 
child, shall be added to the other shares, 
in equal division. If my son does not 
survive me, my trustees shall apply the 
income (and principal if considered 
necessary by my trustees) of his share 
for the support and welfare of his wife 
and children, and when his youngest 
child reaches the age of twenty-one (or 
on my death if all his children have 
then reached such age), my trustees 
shall distribute the remaining principal 
of his share, one-third to his widow and 
two-thirds (or the entire principal if his 
widow is not then living) to his then 
living children, or if there are no such 
children, the portion which they would 
have taken shall be added to the shares 
of my other children, to be distributed 
as if I had died at that time. 

“In the case of my daughters’ hus- 
bands, they do not share and if any of 
my daughters die, her share goes to her 
children, or if there are no children, 
then that share goes back into my own 
childrens’ fund. I don’t want to give 
the impression that I am against sons- 
in-law — if they are the right type, they 
will provide for themselves and their 
families and what I am able to give my 
daughters will help pay the dress shop 
bills, which, if they continue as they 
have started out, under the able tutelage 
of their mother, will be quite consider- 
SCs « 


“However, in the event that my ex- 
ecutor and trustees at my time consider 
it to the best interests of my estate to 
sell this stock, [his contracting firms] 
then I authorize them to sell it on the 
best terms possible among the employees 
of said corporations, in such proportions 
as my executor and trustees provide, and 
it is my desire that those who have been 
longest in the employ of said corpora- 
tions or who are carrying the greater 
responsibilities in the affairs of the cor- 
porations shall be given preference in 
the allotment and sale of this stock, and 
the decision of my executor and trustees 
shall be final and binding upon all per- 
ae 


Advance Reading 


“T can think of nothing more ghastly 
than the heirs sitting around listening 
to some representative reading a Will. 
They always remind me of buzzards and 
vultures awaiting the last breath of the 
stricken. Therefore, I will try to spare 
that ordeal and let you read the Will 
before I go to my reward — whatever it 
will be. I do hope that it will never be 
necessary to go into Court over spoils, 
for to me the all-time low in family af- 
fairs is a court fight, in which I have 
seen families engage. If you cannot 
agree, I direct that the executor or 
trustees, as the case may be, shall de- 
cide all questions of administration or 
distribution, as the executor and trustees 
will be of my choosing or yours... 

“T will try to give each of you all I 
ean during my life so that you will have 
money in your own right — in that way 
— you will not be wholly dependent on 
my bequest. I want you all to understand 
that U. S. Government Bonds are the 
best investment even if the return is 
small, and then comes Commonwealths 
and Municipals, that have never failed 
to meet their interest charges. As the 
years gather you will meet some pretty 
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good salesmen who will try to sell you 
everything from stock in a copper cr 
gold mine to some patent that they will 
tell you will bring you millions, but re- 
member, that for every dollar made that 
way, millions have been lost. I have been 
taken by this same gentry but that was 
perhaps because I had to learn from 
experience — when my father died, my 
hopes were high, but the exchequer low, 
and the stock market was on the other 
side of the railroad tracks, as far as I 
was concerned. 


“To Kell, I want to say that if there 
is anything to this Mendelian theory, you 
will probably like to bet on a horse or 
indulge in other forms of gambling — 
so if you do, never bet what you cannot 
afford to lose and if you are a loser, don’t 
plunge to try to recoup. That is wherein 
the danger lies. ‘There will be another 
deal, my son, and after that, another 
one.’ Just be moderate in all things and 
don’t deal in excesses. (The girls can also 
take that advice.) I am not going to try 
to regulate your lives, as nothing is quite 
as boring as too many ‘don’ts.’ I am mere- 
ly setting down the benefit of my ex- 
perience, which most people will admit 
was rather broad, since it runs from 
Port Said in Hawaii, Miami Beach to 
South America. 


Lighter Vein 


“T have written this Will in a lighter 
vein because I have always felt that 
Wills were so dreary that they might 
have been written by the author of ‘Inner 
Sanctum’ and I can see no reason for 
it, particularly in my case. My family 
is raised and I am leaving enough so 
they can face life with a better than 
average start, financially. 


“As for me, just shed a respectful 
tear if you think I merit it, but I am 
sure that you are all intelligent enough 
not to weep all over the place: I have 
watched a few emotional acts at graves, 
such as trying to jump into it, fainting, 
etc., but the thoroughbred grieves in the 
heart... 


“Not that my passing should occasion 
any ‘scenes’ for the simple reason that 
life owes me nothing. I have ranged far 
and wide, have really run the gamut 
of life. I have known great sorrow and 
great joy. I had more than my share of 
success. Up to this writing my wife and 
children have not given me any heart- 
aches, but on the contrary, have given 
me much happiness and a pardonable 
pride, and I want them to know I ap- 
preciate that. I worked hard in my early 
life, but I was well paid for that ef- 
fort. 

“In this document I can only give you 
things, but if I had the choice to give 
you worldly goods or character, I would 
give you character. The reason I say 
that, is with character you will get 
worldly goods because character is loyal- 
ty, honesty, ability, sportsmanship and, 
I hope, a sense of humor. 

“If I don’t stop soon, this will be as 
long as ‘Gone With The Wind,’ so just 
remember, when I shove off for greener 
pastures or whatever it is on the other 
side of the curtain, that I do it unafraid 
and if you must know, a little curious.” 
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When planning your estate 


use all the skills 


In cooperation with your lawyer, accountant, and trust 
officer, your New York Life Agent can provide many 
valuable services. 


Conserving your estate to the best advantage requires 
careful planning by a team of experts. Possible tax saving 
agreements as well as the most beneficial means of distrib- 
uting your estate must be thoroughly explored. 


The key man in developing a sound program is your 
lawyer. Only he may give you legal counsel. The special- 
ized advice of your accountant and trust officer can also be 
invaluable. 

An important contribution can be made by your New 
York Life Agent, too. Every estate must have liquid dol- 
lars to meet death costs and preserve estate assets. Life 
insurance makes these liquid dollars available immediately 


Aucust 1960 


at your service! 


when they are needed. Your New York Life Agent’s skill 
in coordinating insurance with your general estate can 
help make more productive use of all your estate assets. 
His assistance is yours without obligation. 

For information, call your New York Life Agent, or 
write: New York Life Insurance Co., Dept. TE-1, 51 
Madison Ave., New York 10, N.Y. (In Canada: 443 
University Ave., Toronto 2, Ont.) 


NEW YORK LIFE 
INSURANCE COMPANY 


Life Insurance e« Group Insurance 
Annuities « Accident & Sickness Insurance « Pension Plans 








CHOOSING OPTIONAL VALUATION DATE 


New Element to be Considered in Selecting Estate Tax Basis 


HE ADOPTION THIS YEAR BY THE 
an, of New York of the new Arti- 
cle 22 of the Tax Law! dealing with per- 
sonal income taxes may seem to have lit- 
tle relationship to Section 2032 of the 
Internal Revenue Code permitting an 
optional valuation for the purpose of the 
United States estate tax. However, it is 
the latest of a series of apparently unre- 
lated amendments to Federal and State 
tax laws which may have a bearing on 
the advisability of electing the optional 
valuation under Code Section 2032. 

Since 1935 Code Section 2032 and its 
predecessors have granted to the execu- 
tor an option to value the property in- 
cludible in the estate for Federal estate 
tax purposes on an optional date rather 
than as of the date of death. Generally, 
the optional date in the case of prop- 
erty sold, distributed, or otherwise dis- 
posed of during the year succeeding the 
date of the decedent’s death is the date 
of such sale, distribution or other dis- 
position and in the case of property still 
retained by the estate one year after the 
decedent’s death, the date one year after 
death. If the election is made, it applies 
to all property includible in the gross 
taxable estate and is final and irrevoc- 
able after the due date for the filing of 
the return. 

Although the predecessor of Code Sec- 
tion 2032 was a depression measure in- 
tended to relieve the hardship which re- 
sulted when there was a substantial de- 
cline in values of the property included 
in the estate within a comparatively 
short time after the decedent’s death, the 
election given was not merely as to the 
method which would produce the lowest 
valuation but a true election under which 
the executor might produce the higher 
or the lower valuation as he might deem 
advisable. 


Not by Estate Tax Alone 


An executor concerned solely with the 
amount of the Federal estate tax would 
have little difficulty in making his deter- 
mination. He would first make a calcu- 
lation of the aggregate value on the date 


1Ch. 568, Laws of 1960. 
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of death of the property includible in 
the gross estate, and then a second cal- 
culation of the aggregate value of such 
property on the optional date or dates, 
choosing the lower of the two. However, 
the amount of the estate tax is only one 
factor to be considered and the execu- 
tor who selects the method of valuation 
designed to produce the lowest amount 
of estate tax may find that he has done 
a disservice to the estate and its bene- 
ficiaries. This is particularly true in the 
case of the smaller and moderate sized 
estates. 

Code Section 1014, specifying the 
basis of property acquired from a dece- 
dent, provides that generally it shall be 
the fair market value of the property at 
the date of the decedent’s death “or, in 
the case of an election under either Sec- 
tion 2032... . its value at the appli- 
cable valuation date . . .” Consequently, 
the choice of valuation method resolves 
itself into a comparison of the estate tax 
advantage or disadvantage of a higher 
or lower valuation with the income tax 
advantage or disadvantage of a lower or 
higher basis for the property. Since the 
estate tax is graduated it assumes a 
larger importance in the case of the 
more substantial estates, particularly if 
the corresponding income tax considera- 
tion relates to a long term capital gain. 

Except in the case of depreciable prop- 
erty, income tax basis is of little impor- 
tance unless and until the property is 
sold or otherwise disposed of in a trans- 
action resulting in gain or loss. There 
would therefore, be little point in paying 
an additional estate tax to gain an in- 
creased income tax basis for a family 
homestead which it is expected the de- 
visee will not sell during his or her life- 
time, or for A.T.&T. stock which the de- 


cedent enjoined the widow never to sell 
under any circumstances. On the other 
hand, there are instances where the 
property has been actually sold during 
the year after death or it is known it 
will be sold within the near future, the 
tax results thus being demonstrable. If 
the property had been sold at a substan- 
tial increase in value within six months 
after the decedent’s death, the income 
tax might be very much in excess of the 
25% rate and thereby justify incurring 
a considerably greater increase in estate 
tax in order to avoid the income tax. 


New York Follows Federal — 
Part Way 


The declared purpose for the enact- 
ment of Article 22 of the New York Tax 
Law was to provide for “the adoption 
by this State for its personal income tax 
purposes of the provisions of the laws of 
the United States relating to the deter- 
mination of income for Federal income 
tax purposes. The New York estate tax 
law does not have any provision com- 
parable to Section 2032 of the Code and 
the New York estate tax is based upon 
the date of death values regardless of 
the election which may be made for the 
purpose of the Federal estate tax. How- 
ever, in the case of decedents dying after 
January 1, 1960,* the income tax basis 
of property includible in the estate for 
Federal estate tax purposes will, under 
Article 22, conform to the Federal basis 
under Section 1014 of the Internal Rev- 
enue Code. Consequently, depending 
upon the election which the executor 
made for the purpose of the Federal es- 
tate tax, the basis for New York income 
tax purposes may be more or less than 


2Article 22 is applicable only with respect to tax- 
able years ending on or after December 31, 1960. 
Section 612(c) (4) of Article 22 provides for a modi- 
fication by increasing the Federal basis where the 
property had a higher adjusted basis for New York 
income tax purposes than for Federal income tax 
purposes on the last day of the last taxable year for 
which Article 16 imposes tax. Consequently, if the 
decedent died prior to January 1, 1960, the old New 
York basis would continue to be used if it were 
higher than the Federal basis, but the Federal basis 
would now be used if it were higher than the former 
New York basis. This modification would not apply 
in the case of property in the estate of a decedent 
dying after January 1, 1960 since a basis would not 
have been determined under Article 16, at least in 
the absence of the adoption by the estate of a short 
fiscal year ending prior to December 31, 1960. 
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the value of the property on the date of 
the decedent’s death and upon which the 
New York estate tax was based. 

The result of the change in the New 
York income tax law is that if the value 
of the assets in the estate declines dur- 
ing the year after death and the execu- 
tor elects to value for Federal estate tax 
purposes. under Section 2032 of the 
Code, the New York, as well as the Fed- 
eral, tax basis will be determined by the 
lower values even though the New York 
estate tax was based upon the higher 
date of death values. Consequently, the 
executor in determining the advisability 
of saving Federal estate tax by electing 
the lower valuation must realize that he 
is sacrificing New York as well as Fed- 
eral income tax basis with no saving in 
New York estate tax. 

On the other hand, if the value of the 
property has increased in value during 
the year subsequent to death, the execu- 
tor must take into account that if he 
elects the higher optional valuation he 
will pay an additional Federal estate tax, 
but not any additional New York estate 
tax (except in the rare case where the 
New York estate tax is based upon the 
allowable Federal credit), but he will 
gain the advantage of an increase in 
basis for both the Federal and New York 
income taxes. In the case of an asset 
held for more than six months the sav- 
ing in New York income tax could be 
as much as 5% of the increase in basis 
and in the case of assets held for less 
than six months 10%. Consequently, the 
change in the New York income tax law 
is a factor which may be the deciding 
influence in the advisability of saving 
Federal estate taxes at the expense of 
income tax basis. 


Effect of Marital Deduction 


Perhaps the most important of the 
apparently unrelated amendments _ hav- 
ing an important influence on the advis- 
ability of selecting the method of valua- 
tion which would produce the higher 
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Federal estate tax was the inclusion in 
the law in 1948 of the provisions per- 
mitting a marital deduction for estate 
tax purposes. If there is some disposi- 
tion of the estate pursuant to which the 
maximum marital deduction will be al- 
lowed, an increase or decrease of $1.00 
in the amount of the gross estate will 
result in an increase or decrease of only 
50¢ in the amount of the taxable estate. 
Since the income tax basis of the prop- 
erty under Section 1014 is the same 
whether there is or is not a marital de- 
duction for estate tax purposes, the ad- 
vantage of electing the lower valuation 


for estate tax purposes is at best dimin- 
ished and at worst converted into a dis- 
advantage where the maximum marital 
deduction is allowable. If the value of 
the estate declined $10,000 during the 
year after death and the executor elected 
the optional valuation under Section 
2032 he would effect a reduction in the 
taxable estate of only $5,000 but there 
would be a reduction of the full $10,000 
in the income tax basis of the assets. 
The following consequences, based 
upon the facts in an actual estate, illus- 
trate the effect of the marital deduction 
and the use of the proper election. The 
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decedent left the entire estate to his wife 
outright. The principal asset of his es- 
tate which had a value of $400,000 on 
the date of death was sold by the execu- 
tor shortly before the end of the year 
following the date of death for $700,- 
000. The executor elected to value the 
estate under Section 2032 thereby in- 
creasing the value of the gross estate by 
$300,000. However, there was also a cor- 
responding increase in the marital de- 
duction of $150,000 resulting in an in- 
crease in the taxable estate of only $150.- 
000. 

By selecting the optional valuation, no 
gain or loss was recognized for income 
tax purposes whereas if the date of 
death valuation had been used, the sale 
would have resulted in a capital gain of 
$300,000 which at the capital gains rate 
of 25% would have resulted in an in- 
come tax of $75,000. The increase in the 
taxable estate of $150,000 fell in part in 
the 30% and in part in the 32% estate 
tax bracket, resulting in an increase in 
the estate tax of something over $45,000. 
The higher optional valuation thus saved 
the estate between $25,000 and $30,000 
in taxes. If the transaction occurred to- 
day, there would be a further saving of 
$15,000 in New York income taxes 
which otherwise would be payable. 

In the case of some smaller estates it 
would seem to follow almost as a matter 
of course that the method of valuation 
using the higher estate tax values would 
be used if the maximum marital deduc- 
tion will be allowable.* Assume that 
there is an estate having a value of $80.- 
000 on the date of death, all of which 
passes outright to the surviving spouse. 
Because of the combination of the mari- 
tal deduction and the $60,000 exemp- 
tion there will be no estate tax computed 
upon the date of death values. There 
would be no estate tax advantage in 
electing the optional valuation under 
Section 2032 if the value of the estate 
declined but there would be an income 
tax disadvantage. 

On the other hand, the value of the 
estate could increase to as much as 
$120,000 without incurring any estate 
tax liability because of the combination 
of the marital deduction and the exemp- 
tion. The selection of the higher valua- 
tion would thus result in an increase in 
income tax basis without incurring any 
estate tax. However, even in these cases 
consideration would have to be given to 
the increases and decreases in the values 
of the individual assets of the estate 
since the income tax basis might be im- 





8Unfortunately, if the value of the estate is less 
than $60,000 on the date of death, a return cannot 
be filed electing the higher valuation. (Rev. Rul. 
56-60, 1956-ICB443) 
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portant only in the case of specific as- 
sets sold or expected to be sold shortly, 
which may have fluctuated contrary to 
the change in the value of the estate. 


Non-Probate Assets 


Another amendment which may in- 
fluence the election of the method of 
valuation was the inclusion, in Section 
1014 of the 1954 Code, of provisions to 
the effect that certain items not passing 
through the decedent’s estate but includ- 
ible for estate tax purposes should be 
considered “to have been acquired from 
or to have passed from the decedent” 
and therefore subject to the basis pro- 
visions of Section 1014. Prior to 1954 a 
considerable number of items of prop- 
erty transferred by the decedent during 
his lifetime retained their original in- 
come tax basis despite the inclusion of 
such property in the estate for estate tax 
purposes. 

Under current law, with a few excep- 
tions, all property which is includible in 
the gross estate for estate tax purposes 
will acquire a new income tax basis un- 
der Section 1014. Whereas under prior 
law, election of the optional valuation 
date may have been inadvisable if there 
had been a substantial increase in value 
in non-probate items of property includ- 
ible in the estate, now an election may 
be advantageous. 


State Death Tax Credit 


In some states, such as Florida,* the 
state estate tax is based solely upon the 
amount of the credit allowable in the 
computation of the net Federal estate 
tax. In such cases an increase in the 
value of the taxable estate will result in 
an increase in estate taxes equal to the 
bracket in which the increase will fall 
for the “gross” Federal estate tax under 
Section 2001. Since there will be an au- 
tomatic increase in the amount of the 
state estate tax equivalent to the credit 
allowed under Section 2011. In other 
states, such as New York® (estate tax), 
New Jersey® (inheritance tax), and 
Connecticut’ (inheritance tax), the state 
tax is independently computed, although 
there are provisions to increase the state 
tax in an amount sufficient to absorb the 
credit if the tax computed in the normal 
manner proves to be less than the allow- 
able credit.® 
 4Florida Statutes, Ch. 198. 

5Article 10 C, New York Tax Law. 

®Title 54, Chapters 33 to 388A and Appendix A, 
Chapter 5 of the Revised Statutes of New Jersey, 
1937, as amended and supplemented. 

7Title 12, Chapters 216-218, Connecticut General 


Statutes, Revision of 1958, as amended and Supple- 
mented. 


SSection 249-n, Article 10C, New York Tax Law; 
Ch. 38 of Title 54, of New Jersey Statutes, supra, 
note 11; Ch. 217 of Connecticut General Statutes, 
supra, note 12. 


In these states, however, the rates of 
tax are sufficiently high that the amount 
of the state tax will normally exceed the 
amount of the allowable credit, and in 
New Jersey and Connecticut, where a 
marital deduction is not allowed, the 
state tax may be several times the 
amount of the permissible credit. In 
such cases, an increase in the value of 
the estate for Federal estate tax purposes 
will not increase the total estate tax by 
the amount of the gross rates provided 
in Section 2001 but in many cases only 
by the amount of the gross tax less the 
credit provided in Section 2011, since 
there will be no increase in the amount 
of the state tax and the full credit will 
still be allowable. Only in those cases 
where, because of differences in the 
method of computing the tax or the very 
substantial increase in the amount of the 
Federal tax, will there be any increase 
in the amount of the state tax under the 
provisions increasing the state tax to an 
amount sufficient to fully absorb the al- 
lowable credit. 

The increase in New York estate tax 
rates in 1959° further increased the gap, 
in most cases, between the allowable 
credit and the amount of the New York 
estate tax and thereby increased the 
amount by which the taxable estate for 
Federal estate tax purposes could be in- 
creased without an increase in the state 
tax and in any event reduced the amount 
of additional state tax which might be 
payable in order for the state tax to 
fully absorb the allowable credit. 

The “unrelated” changes to which 
reference has been made have all had 
the effect of making it less likely that a 
determination to elect the alternate valu- 
ation under Section 2032, based solely 
upon whether such election will reduce 
the amount of the Federal estate tax, 
will automatically be the most advantag- 
eous one. While this has increased the 
burden on the executor to make the cor- 
rect decision, it has by the same token 
increased the tax saving opportunities 
for the fiduciary who is willing to con- 
sider all of the factors required to make 
an intelligent decision. 


®Ch. 118, Laws of 1959. 
A AA 

e Every two years a special item entitled 
“So You Have a Will’ is sent to testa- 
tors whose wills are filed with First Na- 
tional Bank, Hollywood, Fla., to encour- 
age review. This helps keep the will 
portfolio up to date and performs a 
service for the estate owner, Harold C. 
Satchell, vice president and trust officer, 
reported in the June FPRA Bulletin. 
Christmas greeting cards also are sent 
to the testators, and birthday cards to 
trustors and primary beneficiaries. 
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Personal Trusts Top 
$57 Billion 


The second nation-wide survey of 
4,568 personal trust accounts under ad- 
ministration by 116 representative 
United States banks and trust compan- 
ies shows a total of $57.1 billion of 
assets held during 1959. This series of 
studies, initiated by the Trust Division 
of the American Bankers Association in 
1958 to fill a statistical gap in the na- 
tional fiduciary field, indicates that the 
total rose by some $7.5 billion in one 
year, of which increased values in ex- 
isting accounts could be one contribu- 
ting factor. 

The continuing importance of equi- 
ties as an investment medium is dem- 
onstrated by the 65.1% of total assets 
so placed, compared with 61.7% in the 
preceding survey. The significance of 
these large aggregate holdings to the 
capital markets is pointed up by the 
absolute total of $37.2 billion repre- 
sented by trustee participation, com- 
pared with $30.7 billion in 1958. 

The ABA study also discovered that 
almost 60% of assets for which the 
trustees had sole investment responsi- 
bility was in common stocks, while this 
category rose to 69% in accounts for 
which they had no investment discretion 
or shared it with other parties. 

The project was conducted by the 
Trust Division’s Committee on Statis- 
tics, headed by Robert A. Jones, vice 
president, Morgan Guaranty Trust Co.. 
New York City, in collaboration with 
Alfred Politz Research, Inc. Under the 
sampling procedures used, account 
anonymity is preserved: while the final 
result is held to be closely comparable 
with what enumeration of all accounts 
would show. 

A AA 


FBA Trust Operations Manual 
Revised 


The revised Trust Operations Manual 
prepared by the Florida Bankers Asso- 
ciation Trust Division offers trust men 
in that State a practical and convenient 
guide to the methods and legal require- 
ments of their daily work. 

The Manual is published in loose-leaf 
form to permit the addition or substi- 
tution of future chapters, is well in- 
dexed, and includes sample record sheets 
of various kinds. The present manual in- 
cludes chapters on Nominee Registra- 
tion, Policies for the Acceptance of 
Trust Business, Administrative Reviews 
and Checklist, Control of Miscellaneous 
Assets, Proxy Procedure, Rules and Pro- 
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Newly elected officers of 
National Association of 
Bank Auditors and 
Comptrollers: Standing 
(left to right) are Presi- 
dent Arthur C. Suhrbier, 
auditor, Continental IIli- 
nois National Bank and 
Trust Co., Chicago; First 
Vice President Winslow 
E. Pike, vice president 
and controller, First Na- 
tional Bank of Atlanta; 
Second Vice President 
David Cooke, vice presi- 
dent and controller, 
Zions First National Bank, Salt Lake City; 
and comptroller, Mercantile National Bank 





and Treasurer John Kimmel, vice president 
of Chicago. 





cedure for Setting Up New Accounts, 
Uniform Administrative Check List, 
Procedure in Handling Annual Account- 
ings, Investment Supervision and Re- 
view Procedure, Accumulation of In- 
come Tax Data for Trust Accounts, 
Stock Transfer Tax on Securities Regis- 
tered in Name of Nominee, Social Se- 
curity Claims (three chapters), Han- 
dling of Checking Account and Savings 
Fund Deposit in Name of a Decedent, 
Internal Audit Control, Preservation 
and Destruction of Records, Federal and 
New York Stock Transfer Taxes, Re- 
deeming U. S. Government Savings 
Bonds, and Errors and Omissions Insur- 
ance Policy. 

The Manual is available at $8.00 — 
including future additional chapters — 
from the FBA at 203 North Main St., 
Orlando. 
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Trust Advertising Expenditures 
Reported in FPRA Survey 


Average advertising expenditures for 
trust services were included in the 1960 
Analysis of Bank Advertising Expendi- 
tures prepared for the Financial Public 
Relations Association by Gordon M. 
Malen, assistant vice president, First Na- 
tional Bank, Minneapolis. The item for 
trust services is summarized below for 
the various classes of reporting banks. 

While usable returns were received 
from 600 banks compared to 521 the 
year before, only about a third of these, 
as noted in the Table, included a dollar 
breakdown for the various bank serv- 
ices. In five of the nine size groups the 


anticipated expenditure for trust adver- 
tising in 1960 was greater than the 1959 
figure. The numbers of banks and dollar 
amounts are hardly large enough to es- 
tablish a trend, but will be found useful 
as a comparison for trust departments in 
banks of a particular size group. 
A. & & 
1960 Calendar of Meetings 


Sept. 11-16 — National Association of 
Life Underwriters, Washington, D. C. 
Sept. 18-21 — American Bankers Asso- 
ciation, New York 

Sept. 20-23 — National Association of 
Supervisors of State Banks, Atlantic 
City 

Oct. 9-14 — West Virginia School of 
Banking, West Virginia U., Jackson’s 
Mill 

Oct. 10-11 — Conference of Actuaries in 
Public Practice, Chicago 

Oct. 10-12 — Association for Bank Audit 
Control & Operation, Los Angeles 

Oct. 10-13 — National Association of 
Bank Women, Pasadena 

Oct. 20-21 — New York State Bankers 
Association Trust Conference, Albany 

Oct. 22-26 — Controllers Institute of 
America, San Francisco 

Oct. 30-Nov. 3 — Financial Public Re- 
lations Association, Boston 

Nov. 2-4 — ABA Western Trust Confer- 
ence, Phoenix 

Nov. 4-5 — Texas Trust Conference, 
Austin 

Nov. 10-11 — Florida Bankers Associa- 
tion Trust Division, Sarasota 

Nov. 12-15 — American Finance Confer- 
ence, Washington , D. C. 

Nov. 16-17 — New Jersey Trust and 
Banking Conference, Asbury Park 

Nov. 17-18 — ABA Mid-Continent Trust 
Conference, Chicago 





Deposit Size Average Expenditure % of Banks 
of Banks No. of 1959 1960* % of total Promoting Service 
(millions ) Banks 1959 1959 
$1 te 35... ptt 12 $ 0 $ 0 0.0% 0% 
$5 to $10 - : 20 433 353 3.9 20 
$10 to $20 [ae 2. 30 801 1,032 5.4 50 
$20 to $50 ___.. a 51 1,724 1,378 5.2 76 
$50 to $100 _.__-___ 28 4,416 5,082 6.7 68 
$100 to $100 .__........ 14 4,308 7,033 4.1 86 
$150 to $300 __.__..__.. 12 8,266 9,135 5.0 100 
$300 to $500 15 13,757 13,710 5.4 60 
$500 and over —.... 14 15,794 23,489 2.7 100 
* Anticipated. 
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New Trust Advertising — 
Estate Planning Statement 


The respective roles of trust institu- 
tions and attorneys in the matter of 
estate planning have been amplified in 
a statement issued Aug. by the Na- 
tional Conference Group which is com- 
posed of five representatives each of the 
American Bankers Association Trust 
Division and the American Bar Associ- 
ation. The joint statement supplements 
one issued by the bar and bank group 
on February 8, 1950. 

“This statement is further evidence of 
the long standing corporation and un- 
derstanding of lawyers and trust insti- 
tutions in dealing with mutual problems 
which are in the public interest,” said 
the co-chairmen of the Group, Thomas 
J. Boodell of Chicago (for the American 
Bar Association) and Don H. McLucas 
of Chicago (for the American Bankers 
Association). The statement follows: 


The Statement of General Policies 
adopted by the National Conference 
Group formed by the American Bar As- 
sociation and the Trust Division of the 
American Bankers Association on Sep- 
tember 27, 1941, and thereafter approved 
by both Associations is hereby reaf- 
firmed. 

The proper planning of an individual’s 
estate, so as to provide for the orderly 
arrangement of his property and affairs 
in such manner as to take care of his 
needs and those he may wish to benefit 
after his death, is definitely in the public 
interest. Trust institutions and lawyers 
working together can be of great public 
aid in this field. The consideration of an 
estate plan requires expert and con- 
sidered knowledge as to the investments 
and as to the way in which investments 
are to be dealt with in an estate plan. 
Corporate fiduciaries, through their 
broad experience in relation to these 
matters, are of substantial assistance. 
The setting up of the estate plan some- 
times requires conferences which have to 
do with the kind and character of the 
assets of the estate in question. In con- 
nection with these matters, there are 
bound to arise, sometimes at the outset 


and certainly in the course of the plan- 
ning of the estate, numerous legal prob- 
lems involving law of all kinds in which 
it is essentially necessary for the person 
seeking to plan his estate to have com- 
petent legal advice. The harmonious un- 
derstanding of the proper functions of 
corporate fiduciaries and lawyers in mat- 
ters of this kind has been developed and 
made great progress since the creation 
of our National Conference. 

A trust institution is granted charter 
powers to act as a fiduciary and to con- 
duct a trust business. It may analyze 
the assets and estates of its customers 
and discuss with them the problems, 
other than those involving the giving of 
legal advice, of disposition of such assets 
and estates and the services and facilities 
of the trust institutions that may be used 
in aid of carrying out such dispositions. 
The experience acquired by trust institu- 
tions in handling trust estates of various 
kinds is of great value in assisting a 
person planning his estate. Hence trust 
institutions are often consulted by their 
customers in relation to these matters. 
However, any such discussions involving 
the disposition of the assets and estates 
of such customers should be general and 
preliminary only and subject to the con- 
sultation and advice of the customer’s 
own lawyer. 

The primary purpose of participation 
in estate planning by the trust institu- 
tion should be to motivate its customer 
to initiate the arrangements for the 
orderly disposition of his assets and to 
confer with his own lawyer or a lawyer 
of his choosing regarding those arrange- 
ments. In reviewing the assets and estate 
of its customer, the trust institution 
should at the earliest practicable date in- 
clude the customer’s own lawyer in the 
development of the plan. 

Because the formulation and execu- 
tion of a plan for the disposition of a 
customer’s assets necessarily involves the 
application of legal principles, of the 
law of wills and decedent’s estates, the 
law of trusts and future interests, the 
law of real and personal property, and 
the law of taxation, as well as practice 
in the Probate and Chancery Courts, and 
other fields of law, advice in respect 
thereto is the responsibility of the cus- 
tomer’s own lawyer. 

Accordingly, there should be no impli- 
cation in its advertising by a trust in- 
stitution that legal services will be ren- 
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dered by it or that the services of a 
lawyer are unnecessary or only minis- 
terial. Trust company advertising should 
be dignified and should not overstate or 
overemphasize its qualifications in this 
field. 

Since the adoption of the original 
Statement of General Policies on Sep- 
tember 27, 1941, and the creation of this 
National Conference Group, it is grati- 
fying to note the very great cooperation 
that has developed between corporate 
fiduciaries and lawyers in rendering this 
important mutual service to the Amer- 
ican public. 

Representing the American Bar As- 
sociation on the National Conference 
Group, in addition to Mr. Boodell, are 
A. James Casner, Cambridge, Mass.; 
Andrew Hourigan, Jr., Wilkes-Barre, 
Pa.; Edwin M. Otterbourg, New York, 
and Joseph Trachtman, New York. 

Representing the Trust Division, with 
Mr. McLucas, are H. M. Bardt, Los 
Angeles; Carlysle A. Bethel, Winston- 
Salem; William H. Gambrell, New York: 
and Joseph W. White, St. Louis. 

A AA 
A.B.A. Trust Division SETS PROGRAM 


At the 86th Annual Convention of the 
American Bankers Association to be 
held in New York City, September 18- 
21, the Trust Division meeting on the 
19th will be addressed by its President, 
Charles W. Hamilton, senior vice presi- 
dent and trust officer of National Bank 
of Commerce, Houston. Mr. Hamilton 
will be followed by Robert N. Hilkert. 
first vice president, Federal Reserve 
Bank of Philadelphia. 

Speakers at the two General Sessions 
on Tuesday and Wednesday mornings 
will include John W. Remington, presi- 
dent of the Association and of Lincoln 
Rochester( N.Y.) Trust Co., and Robert 
Cutler, United States executive director. 
The Inter-American Development Bank 
and chairman of the board, Old Colony 
Trust Co., Boston. 
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' Fees 1n Prob 
Attorneys Fees in Probate — 
| 
. Bases of Compensation Surveyed Nationally 
) CHESLEY M. WALTER 
Attorney at Law, Oakland, California 
ROBATE PROCEDURES ARE, WITH pensation” for any real property ad- the first $1,000, 5% on the next $9.000, 
ition, “— exceptions, the same through- ministered upon. There is also a small and 4% on all over $10,000. The dif- 
out the United States; yet the theories group that apply the percentage to joint ferences in compensation in_ these 
s to and methods of fixing compensation for tenancy property and to insurance pro- states are illustrated by the accompany- 
-_ attorneys’ services in probating estates ceeds in addition to the property com- ing Table I showing the results in five 
or differ radically from state to state and ing into the hands of the fiduciary. hypothetical estates of varying value. 
nis- from county to county. In considering the practices and pro- It will be seen that by averaging the 
yuld Attorneys are entitled to reasonable cedures in fixing compensation, we can fees in the eight states the result is 
> or compensation but excessive fees can divide the states into three general cate- virtually the same as the statutory rate 
me cause distrust of the legal profession. gories: (1) those eight states in which in Arkansas, Idaho and Missouri. This 
~— It is of interest, therefore, to compare, the fees are established by statute, which may suggest that the statutes in these 
Jep- to the extent possible, the size of the we will refer to as the “Statutory — states are the fairest of this group. 
this probate fees in the various states and States”; (2) those states in which the 
“a to examine the methods of computing state bar association has promulgated State Bar States 
roa them in order to ascertain what, if any, a recommended minimum fee schedule, The states in which the State Bar has 
this measuring stick is employed by the herein called “State Bar States”; (3) published a schedule of recommended 
ner- courts and attorneys and whether there the remaining states where there is no minimum fees based on a percentage of 
is a reasonable basis to suggest a uni- statewide standard, official or unofficial. the estate and which the courts follow 
As- form method of arriving at the fee to In many of these states numerous local are: Georgia, Illinois, Kentucky, New 
nce be charged. At the outset two general _ bar associations have adopted minimum Hampshire, North Dakota, Oklahoma, 
are observations may be made: fee schedules for their members. Oregon, Rhode Island, South Dakota, 
SS. ; A. In the great majority of jurisdic- Utah and Wisconsin. 
rre, tions in the country the attorney’s fee Statutory States The respective state bars differ sub- 
ork, is determined by applying a system of The following states have statutes fix- stantially as to the percentage and the 
percentages to the value of the estate ing the attorneys’ fees: Arkansas, Cali- brackets at which to apply them. In IIli- 
vith accounted for by the fiduciary, but the fornia, Idaho, Iowa, Missouri, New nois it is 5% on the first $25,000, 4% 
Los percentages and the brackets to which Mexico and Wyoming. An eighth state, on the next $25,000, 3% on the next 
fon- they apply vary considerably. These Arizona, by statute fixes the fiduciary’s $50,000 and 214% on all over $100,- 
rk; jurisdictions also allow additional com- fees and the courts uniformly allow the 000. In North Dakota a flat 3% is 
pensation for “extraordinary” services. same fees to the attorneys, so that, in recommended. The Oklahoma schedule 
However, there are many areas in which practical effect, the attorney’s fees in is 5% on $1,000, 4% on the next 
-AM there is no recognized standard, and Arizona are determined by statute, and $5,000, and 244% on all over $6,000. 
tise there are a few courts in which the fees therefore that state is included as a_ In Oregon it is 7% of $1,000, 4% of 
be fluctuate on the basis of factors which “Statutory State.” next $9,000, 3% of next $40,000, and 
18. are unrelated to or which have, at Few of the statutes are alike in the 2% of all over $50,000. South Dakota 
rea most, a tenuous bearing on the amount percentages or the brackets to which attorneys receive approximately 3% of 
nm of legal work required, as, for example: the percentages apply. For example, the the estate. In Utah the attorney receives 
a The population of the area, whether Idaho schedule is $1,000 at 7%, next one and a half times the statutory ex- 
ank there is a will, or whether there is a $4,000 at 5%, next $5,000 at 4%, over ecutor’s fee, which results in a fee of 
ions corporate fiduciary. $10,000 at 3%. In New Mexico it is one and a half per cent on all over 
ae B. There is substantial uniformity as 10% up to $3,000, the balance at 5%. $20,000 and greater percentages below 
vais to the assets to be included in the “es- Iowa awards 6% on the first $1,000, that. Wisconsin allows 5% on $5,000, 
tate accounted for.” the term usually 4% on the next $4,000, and 2% on all 3% on next $30,000, and 242% on the 
ons covering all assets coming into the over $5.000. In Arizona it is 71% on balance over $35.000. 
ngs hands of the executor or administrator. 
ey A few states do exclude real property TABLE I: ATTORNEYS’ FEES IN STATUTORY STATES 
she which is not sold during probate: in Estate - ies “as : m 
‘< we ‘alue rizona rkansas ifornia o owa issouri N.Mex. Wyoming Average 
ert others the percentage is limited to per- 40,000 1,720 1,500 1,330 1,370 920 1,500 2,150 1,150 1,455 
- sonal property with “reasonable com- — 499,900 += .4,120-«-3,300 «2,630 «3,170 »=-2,120 «3,300 «45,150 2,350 3,267 
; eens ; one 250,000 10,120 17,425 5,130 17,670 5,120 7,425 12,650 5,350 7,611 
ey Le tathis, study has been compiled from opinions ob 50,000 20,240 14,050 8,880 15,170 10,120 14,050 25,150 10,350 14,751 
‘ Probate Counsel in all states, and is reprinted, sub- 1,000,000 40,480 29,050 13,500 30,170 20,120 29,050 50,150 20,359 29,108 
stantially, with the permission of the College. 
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bility of substantial variances from 
county to county. Less chance for in- 
justice will result if there is a uniform 


TABLE II: ATTORNEYS’ FEES IN STATE BAR STATES 





Value il. N. Dak. Okla. Ore. S. Dak. Utah Wis. Average 

40,000 1,850 1,200 1,800 1,330 1,421 1,440 1,550 1,590 standard of what shall be allowed for 
100,000 3,750 3,000 2,600 2,630 3,300 2,865 3,050 — the ordinary services of an attorney 
250,000 7,500 7,500 6,350 5,630 8,000 5,115 6,800 7,14 silliest: Ulin: Dnenlias iiin tenia te tee 
500,000 12,500 15,000 12,600 10,630 16,000 8,865 13,050 13,266 di * fai iL - : i 
1,000,000 22,500 30,000 25,100 20,630 32,000 16,365 25,550 25,716 iscretion Of a Judge without any legis- 





The fees payable in some of these 
states in the examples used above are 
shown in Table II. 

As compared with the average in the 
“Statutory States,” the above average is 
a little lower in the larger estates. It will 
be noted that the fees payable under 


sentative of the majority practice in the 
particular state for the brackets above 
$100,000. On this basis we can group 
the twenty-two states as follows with 


respect to the percentages applicable to 
values above $100,000: 


lative guidance, except the general lim- 
itation that the fee be “reasonable.” 
Sufficient provision can be made for the 
case that requires unusual services, by 
the authority to award additional com- 
pensation for extraordinary services. 
There should be no considerable var- 
iation in a country where people move 


1% % 2% 26% 3% from state to state and from community 

North Dakota’s flat 3% rate approxi- So. Car. Conn. Ala. Ind. to community freely and often! Per- 
mate very closely those determined un- Tex. Fla. =r ~ haps the cost of living is higher in some 
der the graduated scale of the Idaho a, ne Mich, areas but not enough to justify the 
statute. Ohio Minn. great variances in the compensation for 

Neb. probate administration. 
Other States N. J. 
In at least 22 of those states which ag Is Size of Estate a Fair Measure? 


have no official or unofficial schedule of 
statewide application, many local bar 
associations have issued a schedule of 
recommended minimum fees for their 
members. A study of the local bar 
schedules received discloses that there 
is a spectacular variance in fees even 
as between neighboring communities in 
some states. The big differences, how- 
ever, are most often in the percentages 
for the brackets under $50,000, where 
the variance is from 2% to 10%. There 
are many contrasts in the percentages 
applied between $50,000 and $100,000. 

It is impossible to summarize these 
variances, or to estimate an average 
statewide percentage, for the first $100.,- 
000 of an estate in these states. How- 
ever, in each state there is a similarity 
in the schedules of the local bar asso- 
ciations submitted as to the values over 
$100,000, sufficient to permit an approx- 
imation of a statewide average for the 
higher brackets. This approximation is 
made by assuming that the average of 
the local bar schedules received from a 
particular state is more or less repre- 


In other states where there were not 
enough local bar schedules available 
from which to estimate a general aver- 
age for the larger estates, many practi- 
tioners forwarded information with re- 
spect to the fees they would expect in 
the five hypothetical estates in their geo- 
graphical area. As to estates below 
$100,000, there was little similarity in 
amounts, but on values above that fig- 
ure the consensus ran between 2% and 
3%. In the New York City Metropoli- 
tan area, it is reported, the fees run 
about 5% up to $50,000 and 214% 
over that sum. 

Correspondents in the following states 
reported that there was no way of esti- 
mating an attorney’s fee in an estate: 
Delaware, Maine, Mississippi, North 
Carolina, Virginia, West Virginia. 


Is Statewide Standard Desirable? 


It is only equitable that a uniform 
and proportionate compensation be paid 
for similar services in all estates. A 
statewide standard obviates the possi- 
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Although each estate presents its own 
problem, the amount of service re- 
quired is substantially the same in es- 
tates of comparable size. The time de- 
voted to a matter. is not a satisfactory 
measure of compensation because the 
slower worker would thereby enjoy the 
greater income and experience would be 
a liability. The larger estates bring tax 
problems and more responsibility and 
therefore justify a larger fee. 

In view of the great variances of opin- 
ion exhibited by probate judges in their 
determination of what constitutes rea- 
sonable compensation, it is unfair to 
the practitioner to subject his compen- 
sation to the whim or caprice of a 
judge. Compensation of fiduciaries is, 
in the main, geared to the size of the 
estate. The fact that in many states an 
attempt has been made to establish, by 
statute or state bar promulgation, a 
statewide standard based on the size of 
the estate, and that in most of the other 
states local bar associations have 
adopted schedules based on the size of 
the estate, demonstrates the consensus 
among attorneys in this country that the 
size of the estate is a fair measure of 
the fee. 


What is Fair Percentage Schedule? 


Reasonable minds certainly will differ 
as to what is a fair percentage schedule. 
Witness the fact that no two of the 
statutes and none of the state bar sched- 
ules are alike. 

There is no accurate way in which to 
compare compensation of men in other 
professions or endeavors with the fee 
for probate work, because the nature of 
the attorneys’ service is unique. For ex- 
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ample, a real estate broker receives a 
commission of 5% on the sale price, 
so in a sale of a $40,000 piece of prop- 
erty he receives $2,000, considerably 
more than an attorney’s pay for pro- 
bating a $40,000 estate. The broker’s 
margin over the attorney increases as 
the value gets larger. The weakness, 
however, in making any comparison, is 
that the broker will have lost many 
sales before he makes the one and he 
doesn’t get paid for the work he did 
on the prospects who didn’t buy. Many 
salesmen in other lines receive com- 
missions on their sales at a rate higher 
than the probate fee percentages, but 
the same objection to a comparison is 
present. 

The services performed by an execu- 
tor or administrator, although differing 
considerably from those rendered by 
his attorney, are, perhaps, sufficiently 
related to justify the suggestion that the 
attorney‘s fee should be approximately 
the same as those paid to the fiduciary. 
In fact, in the statutory States the com- 
pensation of each is the same. 

Perhaps the most reliable clue to 
what is reasonable is to average out the 
fees paid by the eight Statutory States, 
which figures are set forth above. Such 
an average will represent a cross sec- 
tion of the results of the thinking of the 
legislators in these states where consid- 
erable time and effort have gone into 
consideration of this subject. A_per- 
centage schedule which would come 
close to realizing this average would be: 


7% on the first $1,000 
5% on the next $4,000 
4% on the next $10,000 
3% on the next $60,000 
214% on the balance over $75,000 


It is submitted that this schedule 
would provide fair compensation for a 
probate attorney in any part of the 
United States. 
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COLLEGIATE INSURANCE COURSES 
OUTSIDE U. S. 


Collegiate insurance education is of- 
fered in 299 colleges and universities in 
55 countries outside the United States 
according to a study recently published 
by the American College of Life Under- 
writers. Approximately 456 courses were 
offered on 1958 by 689 faculty personnel 
in addition to the teaching of insurance 
principles as part of business and eco- 
nomic courses. The study was made by 
Dr, Davis W. Gregg and Mrs. Mechthild 
K. Longo and was published in English, 
French, Spanish, German, Italian and 
Portugese ($2.50 from the C.L.U. 3924 
Walnut St., Philadelphia 4, Pa.). 
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The new Hudson Terrace Building from the gard 
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ens of Prentice-Hall, Inc., in Englewood, 


N. J. Open House for the press in this third building of the Company’s multi-million 
dollar expansion plan was held on June 29. The triple-level structure is designed for 
editorial functions with movable partitions providing for relocation of departments with 
maximum ease. The narrower building with more perimeter wall offers greater window 
area for natural light. At the right is a portion of the South Building, completed in 1956. 





Trustmen, Underwriters and 


the Bar 


Describing the relationship between 
trust companies and the National Asso- 
ciation of Life Underwriters, Charles W. 
Hamilton, president of the Trust Divi- 
sion of the American Bankers Associa- 
tion and senior vice president and trust 
officer of the National Bank of Com- 
merce of Houston, told the recent an- 
nual meeting of the Million Dollar 
Round Table in Honolulu: 

“Because we are the people who get 
out and solicit appointments and serve 
our customers, we run afoul of people 
who think they should be permitted to 
run this team, and we — the fullbacks 
and halfbacks that are carrying the ball 
— should let them call all the signals. 
In February of 1959 I learned that the 
committee on unauthorized practice of 
the law of the American Bar Association 
was saying that we are doing estate plan- 
ning and practicing law and to cease 
and desist. 

“We contend that we have something 
to sell, be it estate analysis, estate plan- 
ning, life insurance, professional execu- 
tors, trusts where needed, and _ think 
we have every right to do planning for 


our clients and our customers and that 
you do, too. 

“To that end, the committee on rela- 
tions with the bar of the Trust Division, 
American Bankers Association, working 
closely with a similar committee of the 
NALU, drafted a statement on estate 
planning which was adopted by the na- 
tional conference group of the American 
Bar Association and the Trust Division 
committee on February 12, 1960, in 
which we set out the fields in which life 
underwriters, certified public accoun- 
tants and trust officers would be permit- 
ted to practice estate planning and estate 
analysis for the benefit of their clients. 
We submitted that to the committee on 
unauthorized practice of law for their 
approval, and it has not yet been pub- 
lished. 

[The statement was released August 
3. See p. 718. Ed.] 

“There are many fine lawyers. They 
are just as necessary to your business 
as they are to.ours. And with all respect 
to them we want them to realize that we 
have a job to do and that we are out to 
serve the public. We’re not out just to 
make a lot of profit. Of course, the 
profit is a pretty good idea, but it comes 
as a result of the service, not before.” 
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CUSTODIAL FACILITIES 


Nestled in Arizona’s famous Valley of the Sun 
near picturesque Camelback Mountain, 
the hospital, with its spacious lawn and grove area 
provides a restful scenic setting 
in a delightful year ’round climate. 


CARE OF THE SENILE 


5055 North 34th Street, CRestwood 7-7431 
PHOENIX, ARIZONA 
OTTO L. BENDHEIM, M.D., MEDICAL DIRECTOR 


721 








Four Uses of Insurance 


Tax-Favored Features for Estate Planning 


Associate Counsel, 


N SUBSTANCE LIFE INSURANCE CAN PER- 

form only one function in after-death- 
of-the-insured estate planning, and that 
is to make cash available when it is 
needed at the time of someone’s death. 
[It may be the client’s, his wife’s or his 
partner’s.] In most situations there is no 
other form of property which can per- 
form this function as well, as surely and 
as economically as life insurance. 

Where property is available which can 
be converted to cash for the purpose, 
there are, of course, alternatives to life 
insurance; but analysis will in most sit- 
uations disclose that they are less satis- 
factory than life insurance. The owner- 
ship of stocks or bonds, with the idea 
that they will be liquidated when the 
crucial time arrives, may prove highly 
unsatisfactory. At this moment in his- 
tory, stocks might appear to be a rather 
desirable substitute since by and large 
they could be liquidated on a favorable 
basis; while bonds, even government 
bonds (other than those with favorable 
guaranteed redemption rights, such as E 
Bonds), purchased some years ago, 
might appear to be an_ undesirable 
source of cash. Since history repeats it- 
self, sometime in the future this situa- 
tion will become reversed. Since we can- 
not know what the situation will be 
when the someone in whom we are in- 
terested dies, neither stocks nor bonds 
can be relied on as an efficient substi- 
tute for life insurance in providing the 
needed cash. 

Perhaps the liquidation of assets and 
the deposit of the proceeds from the sale 
in savings accounts, or in the purchase 
of E Bonds, provides a satisfactory sub- 
stitute for life insurance, but even here, 
tax considerations will probably estab- 
lish that purchase of life insurance with 
the money received from liquidation of 
assets is the more desirable medium. 


Tax Incidents 


Life insurance is a peculiar kind of 
property with peculiar tax consequences 


Excerpts from talk before New Hampshire Estate 
Planning Council, June 30, 1960. 
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DAVID F. HOXIE 


National Life Insurance Company, Montpelier, Vermont 


frequently flowing from its ownership 
and use. While these peculiarities can on 
occasion create pitfalls which must be 
carefully avoided by the estate planner, 
there are other situations in which they 
can be taken advantage of most effec- 
tively. I shall list four of those situa- 
tions. 

Tax-free increment. Let us assume a 
situation in which the estate owner has 
determined that he needs to convert 
some of his capital into liquid assets, 
perhaps to provide funds with which to 
pay estate taxes after his death. If he 
liquidated certain assets advantageously 
and deposited the proceeds from the sale 
in savings accounts, the latter would be 
improved each year by interest, and if 
the interest were left to accumulate, the 
amount in the accounts, if the owner 
lived, might at the time of his death be 
substantially larger than the amount or- 
iginally deposited. However, the rate of 
growth of the accounts would obviously 
be limited by the fact that each year the 
owner would be required to pay income 
taxes on the interest credited to the ac- 
counts. 

Let us assume instead that the estate 
owner purchased single-premium life in- 
surance with the proceeds of the assets 
sold. In this situation the face amount 
or death proceeds of the insurance 
would be larger than the premium. If 
the insured died shortly after acquisi- 
tion of the policy, the death proceeds 
available would substantially exceed the 
amount of interest that would have been 
credited to the savings account had he 
instead invested in such accounts. The 
longer the insured lived, the less the dis- 
crepancy would be, until after a time it 
would become obliterated entirely. If, 
however, income taxes on the interest 
increments to the savings accounts are 
considered, the insured in most situa- 
tions would have to live to a ripe old age 
for the savings accounts to prove a bet- 
ter investment than the life insurance. 
The insurance proceeds on death escape 
income taxation entirely under Section 
101(a) of the Internal Revenue Code. 


Life insurance as gift. Not infrequent- 
ly, in the course of estate planning, it 
becomes desirable that the estate owner 
make gifts of some of his assets to his 
wife or other members of his family, or 
to a trust for their benefit, during his 
lifetime. In most cases the basic reason 
for such gifts, whether admitted or not, 
is to reduce estate taxes. In such a situa- 
tion it is almost always advisable to con- 
sider the desirability of using life insur- 
ance rather than some other type of 
property as the subject of the gift. 

Where securities or real estate are 
given away, disregarding for the mo- 
ment the possibility of a fluctuation in 
market value subsequent to the gift, the 
value of the property taxed for gift-tax 
purposes will be the same amount that 
would have been included in the donor’s 
estate had the gift not been made. Also, 
in the event of the death of the donee 
before the donor, the same amount will 
be includible in the estate of the donee 
because of the making of the gift. 

Where life insurance is the subject of 
the gift, the situation is different be- 
cause of the differences between the cash 
value and the death proceeds. At the 
time of the gift the value of a premium- 
paying policy is measured by its inter- 
polated terminal reserve value, which is 
generally related to its cash value. In the 
event of the death of the donee before 
the donor (for this purpose I am assum- 
ing that the insurance is on the life of 
the donor), the value of the assets in the 
estate of the donee will again be the in- 
terpolated terminal reserve value, not 
the face amount. However, on the death 
of the donor, the donee will in fact re- 
ceive the face amount, and that would 
be the amount excluded from the estate 
of the insured-donor by virtue of the 
gift, if the policy is not found to be tax- 
able in that estate as a gift in contem- 
plation of death or for some other rea- 
son. 

This feature of a life insurance policy 
can be accentuated if the policy is heav- 
ily encumbered before it is given away. 
Thus, an insured with a substantial life 
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insurance policy on his life might bor- 
row from the company most of the loan 
value available under the policy and then 
give the policy away. Under such cir- 
cumstances, the value of the gift for gift- 
tax purposes might approximate noth- 
ing, but the donee might also receive a 
substantial payment on death maturity 
of the policy which, if all goes well, will 
be excluded from the donor’s estate for 
estate-tax purposes. 

Exempt income. Section 101(d) of the 
Code provides that where the death pro- 
ceeds of a life insurance policy are set- 
tled under a life income or installments- 
certain settlement for the benefit of the 
insured’s spouse, $1,000 of what would 
otherwise be taxable interest income un- 
der the settlement paid to the spouse 
each year will be excluded for federal 
income tax purposes. By use of life in- 
surance to provide all or a part of the 
income desired for his spouse, the estate 
owner can spare her the necessity of 
paying income taxes on $1,000 each 
year of the interest earnings. 

Combination policy. As long ago as 
1931 Congress provided that when an 
individual makes a disposition of prop- 
erty retaining to himself a life interest 
in the property, the property so disposed 
of will be included in his gross estate for 
federal estate tax purposes, provided the 
disposition was for less than an ade- 
quate consideration. It seems clear that 
if an insurable person purchases a sin- 
gle-premium life insurance policy on his 
life, which he gives to some member of 
his family, and an annuity on his life 
which he retains, and arranges the 


amount of each so that the return on the 
annuity to him will approximate a fair 
return in his investment in both con- 
tracts, while the death proceeds of the 
life insurance policy will approximate 
the amount invested in both contracts, 
the purchaser will in a sense have avoid- 
ed the effect of the 1931 enactment. 


The case of Fidelity Philadelphia 
Trust Company v. Smith, decided by the 
U. S. Supreme Court some two years 
ago, suggests the possibility that even 
an uninsurable person may be able ef- 
fectively to work out a similar arrange- 
ment. The uninsurable insured, after 
purchasing the two contracts, gave the 
life insurance to her children and to the 
Trust Company as trustee for the chil- 
dren. After waiting somewhat more than 
the necessary three years in order to 
avoid contemplation of death problems, 
the insured-donor died. The Internal 
Revenue Service argued that the insur- 
ance proceeds should be includible in 
the estate of the decedent, notwithstand- 
ing the transfers. The Supreme Court 
held that the life insurance policy and 
the annuity contract were separate 
pieces of property, notwithstanding the 
circumstances under which they were 
purchased, and that as a consequence 
the decedent could effectively give away 
the life insurance policy for estate tax 
purposes while retaining the annuity. It 
is, however, significant that Mr. Chief 
Justice Warren, speaking for the Court 
in that case, said, “It is conceded by the 
parties that the question of whether the 
proceeds should be included in the es- 
tate is not determinable by the federal 
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First Choice for Trust Service 
in Missouri 
The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 


check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 


estate tax provision dealing with life in- 
surance proceeds.” 

While the decision does suggest an es- 
tate planning device which might work 
rather neatly in a limited number of 
special siluations, there are some caveats 
with respect to the plan which should 
not be overlooked: (a) It is not impos- 
sible that, if the arrangement becomes 
popular, the Supreme Court will change 
its mind. It has done so in other cases, 
and the fact that there were three dis- 
senters suggests that it will be necessary 
to convert only two justices to produce 
a different result on the same factual 
situation at some future date. (b) The 
suggestion of Mr. Chief Justice Warren 
quoted above indicates that perhaps Sec- 
tion 101(a) has no application to the 
death proceeds received by the benefici- 
aries on the life insurance policy, and 
that as a consequence there would be in- 
cludible in income in the year of death 
an amount equal to the difference be- 
tween the consideration paid by the de- 
cedent for the life insurance contracts 
and the amount of the death proceeds 
payable pursuant to those contracts. (c) 
The same considerations mentioned in 
(b) also suggest that where the gift of 
the insurance is to the insured’s spouse, 
the benefits of Section 101(d) of the 
Code will not be available. 
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Accountant Appraises 
Insurance 


A warning on financed life insurance, 
“jumbo” group coverage and three other 
areas in which an agent can easily lead 
his client and himself into mischief was 
voiced by J. S. Seidman, president of 
the American Institute of Certified Pub- 
lic Accountants and a partner in Seid- 
man & Seidman, certified public accoun- 
tants, New York City, at the recent an- 
nual meeting of the Million Dollar 
Round Table in Honolulu. 

“The bank-financed insurance plan 
has been pushed so far that there is now 





doubt about the validity of the whole 
thing,” he declared. “Recent tax decis- 
ions have indicated that interest on tax- 
motivated debt may not be deductible. 
Furthermore Congress is likely to seal 
the doom of tax advantage from bank- 
financed insurance programs. 

“By the same token, group insurance 
has been pushed to the point where, in 
the process of trying to squeeze out an 
extra advantage for the top executives 
and insiders, the whole house of cards 
may crumble, and the employes taxed on 
the premiums.” 

The other three points on which Mr. 
Seidman based his warning are: ‘Corpo- 
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rate stock purchase arrangements can, | 
because of the attribution rules, be dis- | 


astrous in their tax consequences, where 
family members are stockholders. 

“We CPAs feel that there’s something 
misleading in the sale of annuities when 
you talk to a client about an ‘income’ of 
a certain amount. Actually, what you 
call income involves a consumption of 
some of the client’s own capital. 

“We think that you are called upon to 
direct a client’s attention to the fact that 
in many situations his estate may have 
ten years to which to pay the estate tax- 
es. Hence, there is not always pressure 
for immediate tax money.” 

On the other hand, said Mr. Seidman, 
the agents have not gone far enough in 
many areas where insurance should be 
considered. He cited these “occasions 
for insurance”: 

1. To finance or make security ali- 
mony payments in divorce proceedings. 

2. On the wife either to make good 
any loss of the marital deduction if she 
should predecease her husband, or to 
make good on the extra tax that will be 
imposed on her estate if she does sur- 
vive her husband and his estate has 
benefited from the marital deduction. 

3. In favor of the wife to finance in- 
come taxes that she will have to pay on 
deferred pay of her husband. 

4. To finance the exercise of the re- 

stricted stock option the husband may 
have had. This can be exercised only 
within three months after death. 
5. To be taken out by pension funds 
or private foundations on the life of a 
key man so that his stock can be ac- 
quired and in that way eliminate entire- 
ly any of the tax dangers that lurk in 
reacquisitions by the company. 

Those are areas where accountants 
rather than underwriters are propelling 
the client into the consideration of in- 
surance, Mr. Seidman observed. 

Earlier in his talk, Mr. Seidman said 
accountants have more opportunity to 
be of material help to agents than vice 
versa — “and that’s fine with us, be- 
cause any time we can help you, we are 
helping our clients. We observe our 
clients and their financial affairs at close 
range. We, therefore, frequently sense 
the need for insurance.” 

“We also have the responsibility of 
reviewing proposals initiated by the in- 
surance man or the client, from a tax, 
accounting or financial standpoint. To 
make such- reviews, we must be knowl- 
edgeable in this area. We recognize that 
not all CPAs have that knowledge. To 
them we urge great caution so that your 
proposals are not vetoed arbitrarily or 
out of ignorance.” 
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PROFESSIONAL INVESTORS DIGEST 


Sidelights . 




















CAPITAL FOR THE SIXTIES 


Business, which raised an estimated 
$380 billion in new funds over the last 
10 years, doubtless will need that much 
and more in the present decade. The 
only source, aside from the unlikely pos- 
sibility of borrowing abroad, will be 
from savings of our own people. Last 
year, individuals put aside in liquid 
form something over $33 billion, or a 
net amount of $14 billion over and 
above new debts contracted. 

High interest rates attracted invest- 
ors strongly to bonds. At the same time, 
there were relatively small offerings of 
common stocks during 1959. Neverthe- 
less, the number of individuals holding 
equities has doubled in seven years and 
rising values carried total equity hold- 
ings of individuals up $33 billion in 
1959 to a record $356.8 billion. It was 
a record year for mutual funds, too, 
with $1.5 billion of new money going 
into their shares; in the space of five 
years, new purchases net of redemptions 
have more than doubled. 

It should be remembered that the big- 
gest saver contribuling to business’ ex- 
pansion is business itself. This does not 
mean that requirements of the coming 
decade can be met without very large 
reliance on outside funds; the amount 
will be determined in the light of how 
much business can “throw off” for its 
own use. 

Business has, basically, three sources 
of internal funds: retained earnings, de- 
preciation reserves and liquidity or the 
ability to carry greater liabilities 
through the strength of the corpora- 
tion’s own liquid assets. 

To appraise the future of these 
sources, it is well to examine the past. 
From 1950 through 1959, American 
business financed nearly one-quarter of 
its needs out of retained earnings. Even 
more some 38% — came from de- 
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preciation. And a very sizable portion 
arose from liquid positions that permit- 
ted taking additional [abilities esti- 
mated at 13% of total capital needs. 

The growth of annual d2preciation in 
recent years from $8 billion in 1950 to 
about $21 billion in 1959 is attributable 
in no small part to liberalized treatment 
allowed under the revenue code of 1954. 
Most of these fruits have now been en- 
joyed to their fullest. In other words, 
barring further major overhauling of 
rules on depreciation, the rate of rise 
in these reserves will be slackening. 
They can supply a vast number of dol- 
lars under present rules but hardly the 
38% of capital needs realized in the 
past decade. 

Liquidity, too, is a waning resource. 
Where most corporations were flush 
with cash and near-cash assets in 1950, 
their working capital today is rolling 
over very nearly as fast as it comfort- 
ably can. This source will produce little 
for expansion in the Sixties. 

Retained earnings are, of course, sub- 
ject to management decisions but it is 


é 
... Portfolio Studies . 


Pa ok 854.0 KD belo (<> GED <<} 90) @ 


unlikely that dividend payout ratio will 
be reduced short of some emergency. 
If dividends are maintained relative to 
profits, it seems that generating 25% of 
capital needs from retained earnings is 
almost a maximum target. Probably 
these internal sources will do well to 
produce even 65% of business’ needs in 
the Sixties as against 75% in the Fifties. 
This throws a huge burden, certainly 
as much as 150 billion and more likely 
$175 billion, onto individual savers and 
investors. They will supply the “outside 
funds” that will be channeled into in- 
vestment through the banks, insurance 
companies, savings and loan associa- 
tions, mutual funds and other institu- 
tional investors, not to forget brokers 
and investment bankers. 
Generalizations as to what institu- 
tional lenders will be doing and how 
much money they will have to do with 
are subject to a considerable margin of 
error. The normal forces of the market 
place such as investors’ preference and 
the cost of money for hire will deter- 
mine allocation of available supplies. 
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SECURITIES SELECTIONS 


Brief comments on 30 common 
stocks favored at this time. 


Copy available 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange, American Stock Exchange 
and principal Commodity Exchanges 


Private Wire System to Branch Offices, Correspondents and their con- 
nections in over 100 cities throughout the United States and Canada. 
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hk. J. Revnolds 


Tobacco Company 








Makers of 
Camel, Winsten, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 


QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable September 
5, 1960 to stockholders of rec- 
ord at the close of business 
August 15, 1960. 

WILLIAM R. LYBROOK, 


Secretary 
Winston-Salem, N. C. 
July 14, 1960 


Sixty Consecutive Years of 
Cash Dividend Payments 
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Southern California 
Edison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 42 
25/2 cents per share; 


4.24% SERIES 
Dividend No. 19 
26/2 cents per share; 


4.78% SERIES 
Dividend No. 11 
297/g cents per share; 


4.88% SERIES 
Dividend No. 51 
30'/2 cents per share. 


The above dividends are pay- 
able August 31, 1960, to 
stockholders of record Au- 
gust 5. Checks will be mailed 
from the Company's office in 
Los Angeles, August 31. 


P, C. HALE, Treasurer 


July 21, 1960 





Life insurance companies, with growth 
of 50% in the last decade and nearly 
$115 billion of assets, provide a vast 
pool of investment capital. Limited in 
purchases of equities, they go in domi- 
nantly for bonds and real estate loans. 
Besides, their earlier growth rate of 
6% -644% annually has receded to 
about 544%. 

The slower growth rate of life insur- 
ance and savings banks comes about 
partly through increasingly vigorous 
competition for savers’ dollars on the 
part of newer institutions. The phenom- 


enal growth of the savings-and-loans, 


rests on the little man’s dollars, and 
such money will, of course, continue to 
flow into mortgages. The corporation in 
need of equity capital will be much 
more interested in the progress of pen- 
sion and mutual funds. 

Among pension funds, the fastest 
growing are those set up by corpora- 
tions. Eight years ago, their assets 
amounted to about $714 billion; today 
they exceed $25 billion. Growth last 
year amounted to $3.2 billion, the big- 
gest on record, comparing with rises of 
$2.8 billion for 1958 and $2.7 billion 
for 1957. 

Even more conspicuous than the 
growth of total assets has been the in- 
creased portion of pénsion funds’ 
money going into common stock. Last 
year, common holdings rose by nearly 
$1.7 billion, all but about $100 million 
representing new purchases. Over the 
space of just five years, corporate pen- 
sion funds’ assets have doubled while 
common stock holdings have soared 
2507, including market appreciation. 

Corporations supporting pension 
funds which buy the companies’ own 
shares have $773 million in their own 
stock; investment in all other stocks 
amount to $6.9 billion. In addition, 
they hold $12.8 billion of corporate 
bonds (up from $6.4 billion five years 
ago) and $657 million of preferred 
stocks (up from $454 million five years 
ago). Holdings of U. S. government 
bonds are down slightly. 

Growth in mutual funds assets has 
been even more rapid than that for the 
pension funds, 150% in the last five 
years against 100‘ for pension funds. 
Net new investment in mutual funds last 
year amounted to $15 billion against 
$1.1 billion in 1958 and a little under 
$1 billion in 1957. On top of this $3.6 
billion of new money made available 
by investors, predominantly for rein- 
vestment in common stocks, assets in 
the three years benefited by an addi- 

(Turn to page 740) 











National 
Distillers 
and 
Chemical 
Corporation 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share on the outstand- 
ing Common Stock, payable on 
September 1, 1960, to stockhold- 
ers of record on August 11, 1960. 
The transfer books will not close. 
PAUL C. JAMESON 
July 28, 1960. Treasurer 














COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on July 14, 1960, 
declared a regular quarterly divi- 
dend of twenty-four cents (24c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able August 31, 1960, to stock- 
holders of record July 29, 1960. 


LeRoy J. SCHEUERMAN 

Secretary 

CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 














Public Service Electric 
and Gas Company 


NEWARK,.N. J. 




















QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 
ber 30, 1960: 
Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series . . . . $1.02 
4.18% Series .... 1.045 
4.30% Series .... 1.075 


5.05% Series 1.2625 
$1.40 Dividend 

Preference Common . uae 
Common... . .45 


All dividends are payable on 

or before September 30, 1960 to 

stockholders of record August 
31, 1960. 

J. IRVING KIBBE 

Secretary 





: PUBLIC SERVICE 


CROSSROADS OF THE EAST 
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Stretching from country to 
country, these wires hum with 
activity. Today there are over 
70 million phones in use in the 
United States serving homes 
and industry. They are a vital 
part of our everyday life. 
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there’s more to Cities Service 
than meets the eye! 


It’s easy to make a telephone call. But look at 
all that’s behind this modern convenience. 

For example, to care for over 4,000,000 New 
York City phones requires more than 60,000 
people. And 7,000 scientists, engineers, and 
technicians work in this one metropolitan area 
seeking ways to improve the phone system. 

The same holds true for the petroleum in- 
dustry, too. It’s easy to drive into a friendly 
Cities Service station, “Fill ’er up’”’ and drive 
off with a tankful of quality gasolene. 

But to make that possible, thousands of 
people are at work on five continents, utilizing 
the most modern facilities of exploration, pro- 
duction, transportation, refining, research and 
marketing. The investment re- 
quired has exceeded a billion 
dollars. And millions more are 
being spent each year! 

Only in this way can America 
be given what it needs for 
progress—more jobs and better 
petroleum products. 


























Pete 





Day or DEcIsSION—NOVEMBER 8TH 


The platforms unveiled by the two 
major political parties, while tradition- 
ally long on promises if short on logic, 
deserve careful appraisal by the elec- 
torate. They reflect the distillation of 
each party’s basic philosophy. 

It has often been said in recent years 
that there remain few differences be- 
tween the Republicans and Democrats 
as the result of the trend toward con- 
centration of legislative authority in 
Washington. Big Government has been 
in the saddle for the last quarter century 
and whichever party comes to power 
must continue the mandatory programs 
already in being. This is, however, quite 
different from avowed purposes to limit 
or to expand bureaucracy. 

The Republican party in the past 
eight years, with a legislative minority, 
has naturally lacked the power to imple- 
ment its own program. It too is com- 
mitted to many social and welfare pro- 
grams which used to remain at the state 
and local level and, since presumably 
no political party or leader can abruptly 
reverse the political tides. the Nixon 
platform unfortunately indicates no re- 
treat from the welfare state concept. 
There is, nonetheless, a reasonable ap- 
proach to realities and fiscal measures 
to meet them. 

The platform of the Democratic party 
embodies what could be an immense 
handout program and, if enacted, would 
represent virtual surrender to state so- 
cialism. Its chief claim to boldness lies 
in its unabashed call to the taxpayer 
to surrender more initiative to the fed- 
eral government in determining disposi- 
tion of his income. 

Full employment and home owner- 
ship for everyone are here defined as 
inalienable “rights”, with proposals to 
raise the current one million nlus rate 
of residential starts to two million. The 
rate of economic growth would be ap- 
proximately doubled. This legislated 
expansion would supposedly swell tax 
receipts and finance the cost of new 
social ventures. Likewise, inflationary 
forces would be dammed and fair price 
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levels maintained. All these objectives 
could be met, it is alleged, without 
boosting taxes, while maintaining a 
budget surplus. 

Also on the Democratic agenda would 
be correction of the “high-interest, tight- 
money policies” which have allegedly 
handicapped the country. This clearly 
spells curbs on the independence of the 
Federal Reserve Board and reversion to 
the dangerous inflationary conditions 
which prevailed prior to the accord of 
1951. 

Another area certain to be a target 
of Democratic victory would be closing 
of alleged “loopholes” in the tax laws, 
which would presumably include elimin- 
ation of the $50 dividend exemption and 
4% dividend income credit. While the 
time is indeed ripe for thoroughgoing 
reforms which would reduce major re- 
liance upon income taxes. plugging 
“loopholes” alone hardly seems _ the 
logical remedy. Instead of punitive ac- 
tion to raise revenue, lower rates and 
liberalized capital gains provisions 
would undoubtedly produce the desired 
results through stimulating business. No 
important changes should be made in 
this area solely from the revenue motive 
without thorough study of their long- 
range effects upon business. 

Whether this year finds the United 
States and the rest of the world in 
greater peril than in other presidential 
election years one cannot say but the 
country needs the firmest leadership it 
can find, both in international affairs 
and in preservation of the economic 
strength which underlies it. The choices 
are spelled out for the electorate. 


Is INFLATION DEAD? 


The lacklustre performance of the 
stock market this year has been ascribed 
to a variety of reasons, such as in‘er- 
national crises, lower prot margins, 
lack of a major imnctus to spur con- 
sumer spending and fears of a recession 
just over the horizon. The subsidence of 
inflation psychology as a support for 
stocks, so potent a factor on the rise, 
has seldom been mentioned and hedging 


has apparently been relegated to the 
sidelines as a primary: market influence. 

Such a turnabout in public attitudes 
is not unusual, of course. and it has the 
backing of no less qualified an ob- 
server than the Federal Reserve Board 
which is on record as considering in- 
flationary forces definitely on the wane. 
Likewise, Per Jacobsson, the distingu- 
ished Swedish economist and director 
of the International Monetary Fund, re- 
cently told a group of California bank- 
ers that the effects of wartime inflation 
have come to an end and that price 
stability once again reigns in the free 
world. With this conclusion, however 
devoutly one may desire it. Dr. Arthur 
A. Smith, economist of the First Na- 
tional Bank in Dallas, expresses dissent 
in his mid-July Economic Letter. 

Dr. Smith concedes that the infla- 
tionary seeds of 1940-45 may have spent 
their force but the danger lies, in his 
opinion, in the possibility that the con- 
ditions which these original forces set 
in motion may have made it easier to 
generate more of the same nature. In 
short, the will to hold inflation firmly in 
check is demonstrably lacking, as ex- 
emplified in the Employment Act of 
1946 and other governmental programs 
designed to keep the economy stimu- 
lated. Commodity prices have held fair- 
ly steady for the last two years and 
consumer prices have not moved up 
markedly: this, however, does not as- 
sure that further inflationary processes 
will not be seen in case of recessionary 
unemployment. Mass _ psychology still 
seems to equate inflation with economic 
progress. while public attitudes toward 
debt. public and private. are potentially 
dangerous. 

Inflation can be stayed by resort to 
harsh alternatives but Dr. Smith doubts 
these will be invoked because of politi- 
cal and social implications which de- 
mand governmental intercession at the 
first sign of economic easing. Like nar- 
cotics, the effects of each dose tend to 
develop a tolerance and continued shots 
of easy money will only pvoduce les- 
sened effects. 

The situation will also be complica- 
ted by the country’s adverse in‘erna- 
tional balance position which, while 
there has been some improvement in 
the first half, must still feel the effects 
of private and government outflows on 
capital and foreign aid accounts. At the 
end of July. gold outflow for the year 
to date totaled $292 million vs. $898 
million in the same 1959 period with 
the nation’s reserve at $19,164 million, 
the lowest since early 1940. 
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lf Dr. Smith has appra‘sed under- 
lying altitudes correctly, and the record 
indicates that logic lies on his side, 
then one may expect eventual renascence 
of public buying of stocks which will 
“protect” against a shrinking dollar, 
even though such efforts under a de- 


TEXAS GULF 
SULPHUR 
COMPANY 


156th Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitled 
to receive dividends, payable September 
15, 1960, to stockholders of record at 
the close of business August 19, 1960. 
E. F. VANDERSTUCKEN, JR., 
Secretary. 






























ited, 
CARBIDE 





\ quarterly dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable Sept. 1, 1960 to 
stockholders of record at the close of 
business August 5, 1960. 


JOHN FE SHANKLIN 


Secretary and Treasurer 
UNION CARBIDE CORPORATION 


sco 


TENNESSEE CORPORATION 


TENNESSEE 
CORPORATION 


July 19, 1960 


A dividend of thirty-one 
and one-quarter (3114 ¢) cents 
per share was declared pay- 
able September 23, 1960, to 
stockholders of record at the 
close of business September 
9, 1960. 

“ Joun G. GreenBurGH 


61 Broadway Treasurer. 
New York 6, N. Y. 



































Air REDUCTION 


Company, Incorporated 


AIRCO) 173" CONSECUTIVE 
~— 3] 


C 
[= 
COMMON STOCK DIVIDEND 


The Board of Directors has declared 
a regular quarterly dividend of 62'2¢ 
per share on the Common Stock of the 
Company, payable on September 6, 
1960, to holders of record on August 
18, 1960, and the thirty-fifth regular 
quarterly dividend of $1.125 per share 
on the 4.50% Cumulative Preferred 
Stock, 1951 Series, of the Company, 
payable on September 6, 1960, to 
holders of record on August 18, 1960. 


July 27, 1960. 
T. S. O'BRIEN, Secretary 
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clining exchange medium have historic- 
ally proven abortive. Instead of trying 
to match or outpace infiaiion, it would 
be infinitely sounder for the United 
States to follow fiscal disciplines as did 
the West German economy. 


Houpincs IN RETIREMENT- 
PROFIT SHARING TRUSTS 


The somewhat more free-wheeling in- 
vestment approach of trusteed profit- 
sharing plans, as contrasted with em- 
ployee pension retirement funds, is 
once more pointed up by the seventh 
annual survey of 234 funds as of the 
1959 year-end conducted by Commerce 
Clearing House, the national reporting 
authority on tax and business law. 

The study group comprised 176 re- 
tirement funds and 58 profit-sharers 
with total assets of approximately $6.9 
billion and an average age of almost 
eleven years. The pension funds had 
an average holding of 55 different 
stocks, with twelve funds listing in ex- 
erss of 100 stocks, while the profit-shar- 
ing side averaged 32 stocks each and 
only 13 with representation in 50 or 
more corporations. No asset breakdown 
between the two types is available but 
the arithmetic average of some $30 
million indicates that these are very 
substantial capital aggregates 
professional management. 

A rough investment breakdown shows 
40% overall in corporate bonds and 
35% in common stocks. Pension man- 
agers, however, seem to have placed 
more stress on bonds generally and 
corporates in particular, with the profit- 
sharers, holding only 24% of assets in 
bonds, more partial to the inherent safe- 
ty of governments. This is probably due, 
at least in part, to some 10% of total 
profit-sharing assets being invested in 
stock of the employer company, a negli- 
gible factor in pension funds. As noted 
in previous surveys, with the decline of 
governments and preferred stocks in 
popularity, oil royalties, filling station 
financing deals and other channels of- 
fering the hope of larger returns have 
become minor but growing media for 
both classes of trusts. 

Of the 170 pension funds which re- 
ported yields, about two thirds fell into 
the 314%-414% range, with the median 
4.05%; only eleven funds were able to 
better 5%. Of the 51 reporting pro‘it- 
sharing funds, about half were in the 
3%-5% area, with the median at 444%, 
while seven exceeded 814%. The differ- 
ence in median yield between the two 
types of investment funds this year was, 
however, less than in previous surveys. 
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Uniteo States Lines 


C OMPANY 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable September 9, 
1960, to holders of Common Stock of 
record August 19, 1960. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 














SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 86 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able September 14, 1960 to 
stockholders of record at the 
close of business on August 
31, 1960. 


W. S. TARVER, 


Secretary 


Dated: July 23, 1960 




















YALE & TOWNE 
290th Quarterly Dividend 


37¥2¢ a Share 
=S Payable: 
Oct. 1, 1960 


Record date: 
Sept. 13, 1960 


Declared: 


July 28, 1960 


Elmer F. Franz 
Vice President 
and Treasurer 


THE YALE & TOWNE orc. co. 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 


Cash dividends paid every year since 1899 





























PHELPS DODGE 
CORPORATION 


» 


The Board of Directors has 
declared a third-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable Sep- 
tember 9, 1960 to stockholders 
of record August 15, 1960. 


M. W. URQUHART, 
Treasurer. 


July 27, 1960. 


“Hi 
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MOODY’S INVESTORS YIELD TABLE 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 



















































































YIELDS OF YIELDS oF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
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= +r 34% = +- 220 PRICES AND DIVIDENDS 4 
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V Now, ad cat \eee ete 
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ccooo 10 YEAR 5.4 sseeeee A 4 DIVIDENDS 
6 iciaiakinian 
-5.2 —-—--—- 34s,0F 7 ---- A re 6 - 
6/15/83-78 ------- Baa 
- 5.6 =| - Ss = 
L 4 oa 
1957 1958 1959 1960 - 1957 1958 1959 1960 1957 1958 1959 1960 
—— End of Month —— Range of Period 
1960 1960 1959 1960 1951-59 
al ” - 1919-1930 
July June July High-Low High-Low 1946-60 sees-s5 a963-00 
1. U.S. Government Bond Yields 
8-Year Taxable Treas. —............ -~ % 3.47 3.98 4.59 5.11-3.47 5.17-1.85  1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. - % 3.65 4.07 4.55 5.07-3.65 5.10-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. % 3.80 4.09 4.41 4.91-3.80 4.87-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 ine 3.77 3.92 4.21 4.68-3.77 4.64-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2\%s, 12/15/72-67 —......_—. % 3.72 3.88 4.06 4.59-3.72 4.58-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
BGM, CO ais a 3.75 3.84 4.05 4.44-3.75 4.39-2.59 (b) (b) (b) (b) 
(i a RE eee 3.62 3.68 3.77 4.10-3.62 4.06-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term — ~~. % 4.35 4.44 4.44 4.61-4.35 4.61-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term ____.___ — % 4.50 4.59 4.59 4.78-4.50 4.78-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term ___..._._.__ a % 4.71 4.80 4.73 4.95-4.71 4.92-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term ___..__ - Ie 5.15 5.28 5.07 5.37-5.14 5.32-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term —_...._._. _ % 3.28 3.30 3.48 3.55-3.28 3.65-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term % 3.50 3.50 3.71 3.76-3.50 3.81-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term an 3.82 3.80 3.97 4.06-3.75 4.03-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term —._______ ail ae 4.25 4.24 4.39 4.46-4.22 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
Beene SON 4.63 4.68 4.67 4.82-4.63 4.85-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ————___..._ & 5.25 5.27 4.96 5.31-5.21 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
MUN ID anaes, 4.44 4.50 4.45 4.68-4.44 4.67-3.45 3.92-3.27(e) (e) (e) (e) 
meomum Grade. % 4.74 4.81 4.73 4.98-4.74 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
0 a7 4.80 4.90 4.79 5.06-4.80 5.12-3.77  4.24-3.40(e) (e) (e) (e) 
Medium Grade —.______ cy 5.06 5.09 5.01 5.30-5.04 5.34-4.17  4.65-3.69(e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) _..... $173.55 178.62 196.07 178.62-169.82 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) —....... ae 6.05 6.06 5.80 6.06-6.03 6.01-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields — ..._. -~ % 3.49 3.39 2.96 3.56-3.39 6.79-2.96 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


Jan. 2, 


1946. 


(e)—Low Dividend Preferred Yield Averages in this series date from 


(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


New Purchases in Quarter Outnumber Sales Almost 2 to I 


OMMON STOCKS OF 184 COMPANIES 
been newly purchased and those of 
98 were completely sold out by one or 
more of the 252 Common Trust Funds 
that reported to TRUSTS AND ESTATES 
for the quarter ended June 30. These 
figures compare with the respective to- 
tals of 163, 109 and 245 in the previous 
quarter (see T&E May p. 450). 

Of the companies whose stock was 
newly purchased in the quarter 10 are 
additions to the overall list of Common 


Trust Fund holdings as of the end of 
1959. These are designated by an aster- 
isk in the accompanying listing. On the 
other hand, four of the companies 
whose stock was sold out thereby dis- 
appear from the list. 

There are many reasons for sell-outs 
from these Funds, such as reducing the 
proportion of money invested in a cer- 
tain type of industry, the balance be- 
tween stocks and bonds, or the possi- 
bility of a stock pricing itself out of 





1(f) 
(f) 
(f) 


from 


ATES 





the trustee buying range. In addition. 
some Funds may test one stock in a 
certain line of business against another 
and later eliminate one of them, even 
though in general it may qualify as a 
good purchase for a stable investment 
program. Purchases, too reflect the ac- 
tion of Funds of recent origin as well 
as new investment choices for those of 
long standing. Bearing these facts in 
mind, the following list will be informa- 
tive for the trust investment reader. 





“N’? and “S” 


asterisk denoting new additions. 





















































1959 year-end figure 


columns refer to number of Funds, reporting this quarter, thit newly purchased or sold out that stock 
of Funds now holding that stock according to latest reports; i.e. 


(T&E, April 1960, p. 








. “H” column represents total number 
338) adjusted for subsequently reported changes, 








Drucs, Foops, Topacco NS H NS H NS i 
Amer. Cyanamid _..........-...... 3 138 Sutherland Paper _. 1 3 Texas Pacific Coal & Oil _.... 1 3 
: N S H_ «Amer. Mach. & Metals _.. 1 1 Texas Gulf Sulphur 1 7 U. S. Steel , 3 3 147 
Abbott Laboratories 1 18 Amer. Optical - _...1 1 18 *Thatcher Glass —. 1 ‘Virginia Coal & Iron 1 2 
Allied Mills -.--- 1 1 Amer. Potash & Chem. . 1 3 Thompson Ramo-Wooldridge 2 18 ‘ : 
Amer. Chicle —..------- 1 28 Anchor Hocking Glass —........ 1 8 *United Car Fastener -....... 1 1 Pusiic UTILITIES 
Amer. Home Products —.... : 67 = Borg-Warner 1 25 Westinghouse Electric _... 8 124 -Aeser Bien, Per. = 101 
Amer. Tobacco —...---- $ 56 Burroughs _____ 4 19 Weyerhaeuser 1 11 Amer Te. 6 Te. 7 1 229 
Beech-Nut Life Savers - . 14 Cannon Mills 1 3 Worthington ad. ee 1 2 s#Asies, Water Wks: 4 1 
Bordon ——_______----_- 1 & OS [enn 1 1 £=Yale & Tewne --... 1 9 *California Elec. Pwr. . | 1 
Campbell Soup —.. 19 Caterpillar Tractor 5 64 Zenith Radio ___ 1 2 Carolina Pwr. & Lt. 1 30 
Penal: ene - : Re Champion Spark Plug -....... 1 4 Central & Southwest 1 61 
ete “em a ; eo Columbian Carbon -........ 2 2 «i MERCHANDISING & Central Illinois Pub. Serv. — 1 13 
ee ee Continental Can -... 2 88 . patie *Colorado Central Pwr. 1 1 
Hershey Chocolate -.. q Corning Glass Works _......... 1 39 MISCELLANEOUS Colorado Interstate Gas _... 1 4 
Liggett & Myers 1 12 Crown Zellerbach ............ 3 2 74 Alllied Stores _....... 1 15 Columbus & So. Ohio Elec. .. 1 7 
Merck Boas ce o a _2 2°22 Amer. Stores -.. sarah 1 9 Commonwealth Edison _... 1 1 8&5 
National Biscuit SUT aaties 64 Diamond National - <a 4 Associated Dry Goods - | 2 Consolidated Edison .* 2% 2 
National Dairy Products . aes Dow Chemical = _______.-.._..... 1 84 Avon Products _.._.... 1 2 Consumers Pwr. an 16 
Parke, ee . Dresser Industries __-.... 1 ill Federated Dept. Stores ene 4 Dayton Pwr. & Lt. «1 30 
Pepsi Cola —... P + du Pont - S i 2 First National Stores i Delaware Pwr. & Lt. 2 17 
nn Ril ay mone mer = : pee Eastman Kodak - Bie eh 4 88 Ww. | ae eee 1 15 El Paso Natural Gas 2 15 
ae iain 34 14. Firestone Tire & Rubber ___ 2 47 Hilton Hotels 1 0 Florida Pwr. & Lt... 1 1 28 
ee Se a I oes 4 5 8S. H. Kress 1 1 General Public Utilities 21 42 
a J. Reynolds Tobacco . rahe ; : re Ford Motor _........ 5 ag Kroger —— 1 40 General Tel. & Electronics . 3 1 45 
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EAGLE-PICHER / Manufacturer's Manufacturer 


As a supplier to other manufacturers, Eagle-Picher 
has pioneered in the development of many materials. 
Among these is Germanium, the heart of the 
transistors and diodes that make possible today’s 
pocket radios, miniature hearing aids, military 
communications equipment, computers, missile and 
rocket guidance systems, and dozens of other mili- 
tary and consumer products. 


As far back as 1915, it was known that Eagle- 
Picher’s zinc sphalerite ores contained a rare metal 
called Germanium, but it took over 20 years to 
perfect a commercially practical process for extrac- 
tion and recovery. Even then, Germanium was a 
metallurgist’s curiosity. 


However in 1942, when the National Defense 
Research Council became interested in Germanium, 
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Pure Germanium supplied by 
Eagle-Picher in a variety of forms 
is the basic transistor material. 


they were surprised to discover that a supply of 
Germanium Dioxide was available to them through 
Eagle-Picher’s pilot plant established a year earlier. 


After that, progress was rapid. By 1944, Eagle- 
Picher was in commercial production of Germanium 
Dioxide, a product which has now reached a purity 
in excess of 99.999%! In that same year, Eagle- 
Picher pioneered First Reduction Polycrystalline 
Germanium Metal and in 1953 brought Intrinsic 
Polycrystalline Germanium Metal to the market. 


Throughout these years, manufacturers of elec- 
tronic devices have relied on Eagle-Picher as a 
dependable source of supply for high-purity semi- 
conductor materials: germanium, gallium—and 
more recently—cadmium sulphide. We welcome 
inquiries and cooperate fully. 


SINCE 1843 ¢ THE EAGLE-PICHER COMPANY, GENERAL OFFICES: CINCINNATI 1, OHIO 
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= EAGLE-PICHER DIVISIONS 
AND PRINCIPAL PRODUCTS 


Pe 


CHEMICALS AND METALS DIVISION 


Zinc and lead pigments and oxides x 
Special purpose electric power supplies x 
Electronic grade germanium, gallium, 
cadmium sulphide * Sulphuric acid * Slab 
zinc & Cadmium * Chat. 

















CHICAGO VITREOUS CORPORATION 


Porcelain enamel frits for home appliances, 
plumbing ware, lighting fixtures, architectural 
paneling, outdoor signs and other products 
requiring protective finishes % “Lusterlite” all- 
porcelain enameled gasoline service stations. 





FABRICON PRODUCTS 


Waxed paper, polyethylene and cellophane 
wrappers * “Lamin-Art” decorative plastic 
sheets *% Molded plastic parts * Custom 
impregnated papers, textiles and glass 
cloth *% Automotive parts, such as door 
trim panels, trunk liners, dash _ insulator 
mats and glove boxes. 
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INSULATION DIVISION 


Insulating cements, blocks, blankets, felts, 
pipe covering * Diatomite filter aids, aggre- 
gates, absorbents, catalyst supports. 





THE OHIO RUBBER COMPANY 


Molded and extruded rubber parts for the 
automotive, agricultural equipment, electrical 
appliance, toy and other industries * Natural, 
synthetic and silicone rubber products * Semi- 
pneumatic tires % Flexible vinyl parts * Rub- 
ber-to-metal parts * Polyurethane products, 
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The New Atmosphere of 
World Trade* 


A new force has arisen in world trade 
— one which must affect, for better or 
fore worse, the ability of countries like 
Canada and the United States to sell 
their goods in foreign markets. This is 
the emergence of regional trade group- 
ings, like the European Common Mar- 


ket and Free Trade Area. 


It has been proposed by some that 
our two countries should respond by 
forming our own North American trade 
bloc, sometimes broadened to include 
most or all of the Western Hemisphere. 
Conversely, there have been recommen- 
dations that we try to attach ourselves 
to one or the other of the European 
combinations or both—presumably after 
achieving a master stroke of conciliation 
between them. 

Creating yet another or a larger trade 
bloc is not the way for either Canada or 
the United States to respond to the chal- 
lenge of regionalism. To do so, I am 
afraid, would greatly increase the dan- 
ger that parts of the free world may be 
sealed off, one from another, by a new 
wave of trade discrimination. 


The customs union idea, which has 
been so widely applauded as a giant step 
in the direction of freer trade, can in- 
deed be that. But if perverted, it can be- 
come a step back toward protectionism. 
Tearing down the walls between the 
members of a group is all to the good. 
But the dismantled bricks must not be 
used to build up higher walls against 
the world outside. 

To a considerable extent, North Amer- 
ican enthusiasm for the idea was based 
on its implications for political harmony 
in Europe. But we also emphasized the 
favorable trade aspects — the lowering 
and eventual elimination of internal bar- 
riers, with the promise of greater pro- 
ductivity, higher living standards, and 
expanding markets for our own goods. 

The forthcoming negotiations under 
the General Agreement on Tariffs and 
Trade should give clear signs of which 
way things are going. For the first time 
the six countries of the Common Market 
will be bargaining as a unit. Tradition- 
ally we have “played the field” as multi- 
lateral traders and exerted strong influ- 
ence in the direction of more active 
trade. This, I am convinced, is the role 
we must continue to play. 

As means to these ends, we can urge 
the suspension of custom union rules 
which would require any member nation 

*Henry C. Alexander, Chairman Morgan Guar- 


anty Trust Co., New York, at convention of Invest- 
ment Dealers Association of Canada, June 17. 


to raise tariffs at this time. We can press 
for strict observance of the most-fav- 
ored-nation principle by each trading 
bloc as a whole. We can firmly resist 
trade discrimination even though we 
may not be the immediate victim. And 
we can give clear assurances that it is 
our intention to keep moving toward 
more liberal trade as fast as the co- 
operation of our trading partners en- 
ables us to do so. For Canada and the 
United States to form a counter-bloc as 
their response to the European groups 
would have the look of retaliation. 


Trade looms as one of the most deli- 
cate areas of diplomacy in the years just 
ahead. The drive by individual compa- 
nies, especially in the United States, to 
set up production in the Common Mar- 
ket or in the Free Trade Area has repre- 
sented logical business strategy. We can 
expect to see a good deal more of it. By 
itself, however, this is not an adequate - 
answer to trade regionalism, any more 
than it is an adequate solution to the 
problem of our excessively high produc- 
tion costs here at home. Exporting plants 
and jobs is only a limited substitute for 
exporting goods. While we continue to 
put plants abroad, and license patents 
and processes for use there, we must also 
keep the channels of trade open for 
goods produced here at home, and pro- 
duce goods that will be able to compete 
— both in price and in quality — in 
open markets. 

The free world — however we may 
define the race it is running with the 
Communist world — needs the thrust of 
a lively and growing trade among its 
own members. 


Ak @ 


CHANGES IN MASSACHUSETTS TRUST 
ASSETS 1950-1960 


Total trust assets in state chartered 
institutions in Massachusetts as of June 
30, 1960, amounted to $2,873,246,000 com- 
pared with $1,461,933,000 at the corre- 
sponding date in 1950. Total assets as 
agent, custodian, etc. in 1960 were 
$4,579,238,000 and as corporate agent or 
trustee $399,532,000. These items were 
not reported in 1950. 

The following table shows the dollar 


and percentage changes in the three larg- 
est types of investment. 


Asset 1960 1950 

Gov’t, State 

and Municipal 

or $790,096,000 $492,911,000 
(27.50%) (33.72% ) 

Other bonds — 612,214,000 127,349,000 
(21.31%) (8.71%) 

eT 1,315,474,000 739,324,000 
(45.78%) (50.57% ) 
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UCCESSFUL MANAGEMENT INHERES IN 
S a capacity for adjustment to change. 
This dissatisfaction with the 
“sood enough” formulae of yesteryear, 
and a conviction that whatever is being 
done well today should be performed 
better tomorrow. Unless management, as 
the intelligence center of activity, in- 
spires rank-and-file workers to perform 
with greater effectiveness than they 
could without such direction, the execu- 
tive tends to become unproductive over- 
head. 

Obsolescence occurs not only in build- 
ings and machinery, but also in meth- 
ods, ideas, and approaches. It is dan- 
gerously loose thinking to be deflected 
from the hard disciplines of con- 
temporary living by substituting phrases 
such as “liberal” and “conservative” for 
the reality of unbiased, scientific respect 
for reliable data. 

During the New Deal, when semantics 
were weapons in the struggle for votes, 
much was made of the distinction be- 
tween the new “liberals” and the old 
“liberals.” In fact, for clarity, those who 
clung to the Nineteenth-Century concept 
of liberalism as pursuit of individual 
freedom and free choice renamed them- 
selves libertarians. The New Deal 
“liberals” in practice leaned toward a 
“mixed economy,” as contrasted with 
laissez faire, as a means of spreading 
social benefits. Self-styled conservatives, 
of whom Senator Barry Goldwater of 
Arizona is the most articulate contem- 
porary spokesman on the political scene 
today, argue that they really are carry- 
ing the ball for Nineteenth-Century liber- 
alism. 


entails 


From the standpoint of creating opti- 
mum strength to assure national sur- 
vival, it is ill advised to use these labels 
as transquillizers to avoid what the 
sociologist Graham Wallas described as 
“the terrific pains of thinking.” Suffice 
it to point out that the revolt of youth 
in politics against the ideology of 
leaders now past sixty, if it has any 
meaning, signifies that the credo of the 
1933 New Deal, if it had validity then, 
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ECONOMIC TIDES BENEATH THE MARKET .... 


MERRYLE STANLEY RUKEYSER 


ARE WE INDIVIDUALS OR STATISTICS? 


is today “old hat.” The slogans of the 
°30s provide no sensible blueprint for 
action in the radically changed circum- 
stances of the *60s when expensive cold 
war, with resultant inflationary pres- 
sures, have created serious inroads on 
the global prestige of the dollar. 

The fact is that yesteryear’s “radical- 
ism” may indeed be thoroughly obso- 
lete today — as lacking in serviceability 
as the Model T Ford on today’s turn- 
pikes. If business executives and_in- 
vestors are to read aright the signposts 
in today’s dynamic, fast-changing world, 
the political guideposts of clichés about 
liberalism and conservatism are un- 
availing. What is needed is a scientific 
attitude toward the new and old facts 
of life as a proper criterion for top 
management in approving engineering 
plans for expansion and in supervising 
long-term research projects. Any easy 
reliance on phrase-making, word-mon- 
gering politicians may cause business en- 
terprises to fall behind in the parade of 
tangible progress. 

While know-how about the use of 
man’s environment is undergoing rapid 
flux, there are still immutable _phil- 
osophic guidelines for sensible people. 
The nature of man and his respect for 
divine guidance don’t shift from day to 
day with new inventions. Human dig- 
nity, optimum free choice in ideas, in 
the selection of goods and of vocations, 
and in the selection of leaders — these 
basic concepts are anchors to windward 
in a changing world. 

The bookkeeping approach to the 
shifting scene at home and abroad is 
based on truth. While seekers after 
politcal preferment skirt around issues 
which may run counter to frozen con- 
cepts of numerically large pressure 
groups, objective barometers, such as 
the balance of international payments. 
reflect the total situation. If there has 
been pressure against the dollar and 
demand from abroad for gold, such in- 
dications constitute an admonition to 
determine whether we have been living 
beyond our means. 





The bookkeeping story of the position 
of the United States vis-a-vis the rest 
of the world embraces not only fluctua- 
tions in visible exports and imports, but 
also dollar outlays growing out of ex- 
penditures overseas of American tour- 
ists, exports of capital by private in- 
vestors, and expenditures by the Federal 
Government in foreign lands as rental 
for base sites and for payment to service 
personnel and civilians who work for 
American armed services, and advances 
to foreign governments for military and 
economic aid, and for loans. 

If the American international adven- 
ture in gracious giving for the past fif- 
teen years was wise or otherwise, the 
balance of payments figures indicates the 
desirability of recognizing that a new 
chapter has been opened. Certainly our 
principal allies, especially those in free 
Europe, have recovered sufficiently to 
bear their full share of the cost of “col- 
lective security” and the total strength of 
the free world will be enhanced by 
avoiding further excessive overdrafts on 
Uncle Sam. 

A phase of the new situation is the 
relatively stronger competitive status of 
industry in West Europe, Japan and 
elsewhere. As a result of replacement of 
obsolete plant and equipment, wholly or 
partially destroyed by military action, 
with new tools, our foreign competitors 
for the first time have facilities as mod- 
ern, if not more modern, than our own. 
The significant change signifies that for- 
eign competitors have at long last emu- 
lated American innovations in cost-re- 
ducing techniques, which heretofore en- 
abled us to offset higher hourly wage 
rates. In addition to improved production 
techniques, foreign competitors have 
similarly moved in the direction of the 
American success recipe by attempting 
to broaden the domestic consuming 
market for products through the Com- 
men Market and the Outer Seven. 

The ultimate outcome of the new com- 
petition bears directly on the American 
capacity to spend overseas. Fer the first 
quarter of this year, the Department of 
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Commerce figures on the international 
balance of payments showed that, while 
the deficit was continued, the rate of 
excess of outgo of funds over income 
had been reduced. These statistics indi- 
cate a deficit for the quarter of $600 
million, which if projected at an annual 
rate would be around $2.4 billion, as 
against an actual deficit last year of $3.7 
billion. 

Investment fund managers cannot 
consistently be neutral amidst clamor 
for spendthrift domestic governmental 
budgetary policies when the prestige of 
the dollar is at stake. 

Money managers ought to explore 
Senator Kennedy’s views on the Federal 
Reserve System. On a “Meet the Press” 
program, he was critical of the Federal 
Reserve’s tight money policy. Asked 
whether he would advocate ending the 
nonpolitical status of the Governors of 
the Federal Reserve System, Mr. Ken- 
nedy replied in the negative, but blurred 
his meaning by suggesting that the Presi- 
dent ought to have influence with the 
monetary authority. His statement would 
be shocking to the late Paul M. War- 
burg, intellectual father of the Federal 
Reserve system. The founders of the 
central banking system went out of their 
way to insulate the monetary super- 
visors from changing winds of politics. 

This obviously is no minor technical 
issue for, in the nature of things, a 
useful and productive central banking 
group should move contrary to mob 
hysteria. Its role is to calm overenthusi- 
asm during excesses and to encourage 
revival of hope and venturesomeness 
during extreme pessimism. 


Portfolio managers, with responsibil- 
ity for other people’s dollars, cannot be 
indifferent to proposals for less than 
prudent handling of money or for lack 
of reliance on the free market economy. 
Incidentally, in respect to the current 
fashion of rejecting the old, it should be 
interpolated that the comeback in West 
Germany, other parts of free Europe, 
Japan, and Hong Kong, has been based 
on turning of backs on the fallacies of 
Marx and Keynes. Post-war history has 
demonstrated the lifting power inherent 
in prudent money and the free market 
economy. yet some domestic politicos 
are suffering from a cultural lag and 
are seeking to turn the clock back more 
than a quarter of a century. They are 
arguing, in face of the post-war record 
to the contrary, that the way to ac- 
celerate the rate of economic growth in 
the United States is to repeat the frustra- 
tion of massive pump priming through 
increasing federal spending. 

Such a program would reverse Presi- 
dent Eisenhower’s effort to get federal 
expenditures under control through en- 
couraging the states, localities and 
private enterprise to take over those 
activities which they are able and will- 
ing to perform. Through fiscal and 
monetary policy, despite the excessive 
costs incidental to continuance of the 
cold war, the Eisenhower Administra- 
tion has been able significantly to slow 
down the rate of inflation. 

Fund managers shoud not glibly as- 
sume that reversal of the Eisenhower 
fiscal and monetary policies would be 
beneficial to common stock prices. In- 
flation is no universal windfall for busi- 








Institutional Research Department 


Continuing and comprehensive research 
is conducted in the following fields: 


Paper Industry 
Glass Industry 
Non-Ferrous Metals Industry 


Reports are available. We invite your inquiry. 


BURNHAM AND COMPANY 


MEMBERS NEW YORK AND AMERICAN STOCK EXCHANGES 
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ness concerns, and does not enhance the 
dollar value of shares, except in com- 
panies whose dividend-paying capacity 
has been increased. 

Analysts should carefully weigh the 
intangible factor of confidence. While 
confidence is no substitute for corporate 
earning power, which measures capacity 
for distributing dividends, confidence is 
decisive in other directions. The Eisen- 
hower promise to create orderly fiscal 
and monetary policies was constructive 
in that it encouraged executives and in- 
vestors to undertake long-term commit- 
ments. This type of confidence generated 
an attitude on the part of accumulators 
of capital which was expressed market- 
wise in a sharp rise in price-to-earnings 
ratios, 

If there should be some bipartisan 
backing away from such dependable 
policies in order to attract votes by 
promising new adventures in govern- 
ment initiative, the effect on price-to- 
earnings ratios may indeed be negative. 
The 1960 dampening of ardor in the 
stock market may in part be discounting 
such a change. 

The expression of opinion at the 
Stock Exchange can’t be divorced from 
the steel wage settlement. When Ameri- 
can mass producers had shown evidence 
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of losing their unique ability to trans- 
mute high wage rates into low unit 
costs, the disparity in labor costs here 
and abroad became of more crucial 
significance. However, David McDonald, 
head of the Steel Union, dismissed this 
as “management propaganda” and the 
resultant politically inspired settlement 
widened the gap between labor costs 
here and abroad, though the increment 
was at a slower pace. This uneconomic 
settlement dampened enthusiasm for the 
general run of stocks, and created an 
escapist search for exceptional glamor 
stocks. 

Whatever the coming election may 
presage in the way of political changes, 


professional fund managers, with a re- 
spect for history, should critically as- 
sess the easy assumption that undisci- 
plined federal spending will necessarily 
be bullish. The record clearly demon- 
strates that stocks during the unbal- 
anced budget of the Truman Administra- 
tion sold at a substantially lower aver- 
age price-to-earnings ratio than _pre- 


vailed during the Eisenhower Adminis-. 


tration. 

A famed publicist, Harry Reichen- 
bach, once remarked that the country 
has been suffering from overprediction. 
This was certainly true in the year 1960 
to date. Although gross national product, 
employment, and individual earnings 
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have risen to new peaks, there has 
been widespread dissatisfaction because 
actual echievements fell far below the 
extravaga:t forecasts. On top of this, 
numerous ccoucmists, looking at the 
post-World War II cycle, forecast a 


‘letdown or recession in 1961. The cut- 


ting down of inventories and caution 
in other directions may in part spring 
from the desire of prudent people to 
beat the gun, and prepare for any slump 
through advance planning. If e:cugn 
persons believe a forecast, they can de- 
feat it by preparing to discount it. 

Maybe Henry C. Alexander, chairman 
of the Morgan Guaranty Trust Company 
of New York, had something like this in 
mind when he observed: “With the 
consumer buying as he is, and with in- 
ventories worked down further, I think 
there is a good chance for improvement 
this Fall that we may avoid turning in 
the direction of recession.” 

Whatever the immediate short-term 
pattern, the longer-term handwriting on 
the wall points to the timeliness of 
heightening efficiency of operations and 
eliminating economic waste. This will 
assure survival in increasingly competi- 
tive markets. Instead of trying to guess 
short-term swings, managers of trusts 
and other funds ought to reappraise 
portfolios to assess the survival pros- 
pects of each company held. 

In face of more acute foreign compe- 
tition, public officials ought to be think- 
ing in terms of reducing costs imposed 
from the outside on business by avoid- 
ing excessive expenditures of Govern- 
ment. This calls for tax revision, 
especially in depreciation policy, steps 
to eliminate man-made wastes such as 
feather-bedding, political waste growing 
out of subsidies, and a reappraisal of 
costs imposed on business by outmoded 
legislation, popular prejudices, judicial 
precedents and consent decrees. Such 
economies are far preferable to direct 
hacking away at existing domestic wage 
rates, which bear on living standards. 

Trustees should watch with special 
interest the disposition of a case re- 
cently referred to the National Labor Re- 
lations Board. The issue is whether a 
trustee in bankruptcy can upset a con- 
tract with a labor union for the good 
of the business. The case involves the 
Black Rock Manufacturing Company, a 
small maker of machine tools at Bridge- 
port, Connecticut. The trustee indicated 
that he would pay the hourly wage rates 
specified in the contract but would not 
go along with additional “fringe bene- 
fits.’ The union brought the case be- 
fore the N.L.R.B. 

This litigation brings to mind the fact 
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that it seems strange in retrospect that 
no share owners brought suits against 
railroad managements when they made 
“featherbed” agreements with unions 
which proved confiscatory of investment 
capital. 

The trust officer, recognizing the dan- 
ger of understafling, should avoid falling 
into the trap of machine-made, IBM type 
service. In an age of excessive standard- 
ization and conformity, the trustee 
should carry the banner for an indi- 
vidualized, custom-made service espe- 
cially geared to specific personal needs. 
The forte of the fiduciary lies in ex- 
emplifying the benefits of voluntary ef- 
fort, as contrasted with regimentation. 
At present, there is an untapped oppor- 
tunity to make friends with such an 
image. 

In the struggle for big deposits, banks 
are too frequently tempted to become 
mere cogs in a mechanized effort to at- 
tract mass patronage. But in the nature 
of things, the trust department should 
be an elite service to those who seek 
something better and more individual- 
ized, 

In consumer finance, the profit mo- 
tive has been chiefly with those who 
operate on a wide margin through in- 
culcating the habit of instalment buy- 
ing. Obviously, time payments are an 
indispensable phase of our mass pro- 
duction system. They have useful and 
legitimate functions, but in a genuinely 
competitive situation there should be a 
stronger advocacy of the opposing meth- 
od of saving first and then buying. 
Specious economists have beclouded the 
issue by pointing out how the instalment 
plan expands total demand and multi- 
plies the capacity to consume goods and 
services. 

On careful analysis, such windfall 
stimulus to overall demand is nonrecur- 
rent. It happens only once when con- 
sumers shift from a cash basis to a 
credit system. But after the institutional 
changes have been thoroughly imple- 
mented, then there are offsets to the 
contribution of the instalment plan to 
increase in demand. With millions of 
families paying for dead horses, or at 
least for earlier commitments, the un- 
committed portion of current income for 
new purchases is correspondingly re- 
duced. 

In the circumstances, if banks and 
trust companies preached the doctrine 
of thrift, the overall social effect would 
be to stabilize the economy. 

In saying this, I am not implying that 
instalment excesses constitute a decisive 
weakness which itself creates slumps, 
as was said in error by numerous 
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“viewers with alarm” during earlier 
booms. The record in the acutely de- 
pressed days of the early 30s and in 
subsequent more moderate recessions 
demonstrated that the typical family was 
prudent and tended to reduce instalment 
commitments when and if personal fi- 
nances and economic prospects wors- 
ened. 

Nevertheless, in the struggle of fami- 
lies to make limited incomes go further, 
there is logic in exploitation by financial 
institutions of the wisdom of saving now 
and buying later. The cash route re- 
duces the cost of getting goods from 
maker to user. 


Unless the transaction inherently lends 
itself to instalment financing, it is bet- 
ter to extend credit, if at all, on the 
personal standing of the borrower. This 
is better than the economic fatuity of 
merchandising vacations :on’ the “go 
now, pay later plan.” 

If an instalment sale is to be eco- 
nomically justifiable, it should: involve 
tangible goods, which, if necessary, can 
be repossessed; the utility in the prod- 
uct should last at least as long, prefer- 
ably much longer, than the schedule of 
instalment payments; and the product 
should help the customer earn the in- 
come with which to extinguish the debt. 
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Despite recurrent waves of pessimism 
due to cancer scares, the use of tobacco 
continues to grow, with consequent new 
highs in sales volume. Profits of indi- 
vidual companies will, of course, vary 
with the fortunes of their leading ciga- 
rette brands and the promotional costs 
of placing new products on the market. 
Investment appraisal of the leading com- 
panies in this group, however, now tends 
toward expectation of sustained growth 
and improving profit margins. 


HE 1959 RESULTS FOR THE FIVE 

leading cigarette manufacturers are 
summarized in Table I. “Pre-deprecia- 
tion income” shows the amounts gene- 
rated by each business as an addition 
to their current assets position, while 
the sum of: interest payments; principal 
payments (called for by contracts) ; 
priority dividends; Federal and state 
taxes on income; and common stock 
dividends paid; shows the amount by 
which current assets have been depleted 
during the same twelve months period. 


CORPORATE FINANCE ANALYSES .. . 


O. ROGERS FLYNN, Jr. 


Graduate School of Business, Columbia University 


COMPARATIVE OPERATING STATISTICS 
OF THE FIVE LEADING CIGARETTE MANUFACTURERS 


On this basis we find the following 
payout ratios: Reynolds 76.64% ; Amer- 
ican 84.98% ; Liggett & Myers 92.71% ; 
Lorillard 81.15%; Philip Morris 
82.70%. 

We are surprised by the fact that 
Liggett & Myers maintains such a high 
payout ratio, particularly in view of 
the decline in both sales and earnings 
as reported for the first six months of 
the current year. 

With pre-interest income ranging 
from $204.4 million for Reynolds down 
to $41.3 million for Philip Morris, we 
have the material from which we can 
construct Table II and Table III to 
show the impact of leverage upon each 
capital structure. 


The “pre-interest income” includes 
all deductions that can be ascribed to 
capital paid-in, so that its relationship 
to the amount of invested capital will 
give us the proper rate of return for 
each company. In allocating funds be- 
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tween current liabilities and non-current 
liabilities we ignore the fact that a 
substantial part of each cigarette com- 
pany’s debt has been assigned tradition- 
ally to current liabilities. We separate 
such debt from current liabilities and 
assign it to non-current liabilities along 
with any debt payments scheduled for 
the next twelve months. 


The corrected balance 
shown in Table II. 


For each company we relate pre-in- 
terest income to invested capital and 
obtain the following ratios for the year 
ended December 31, 1959: Reynolds 
27.6%; American 19.3%; Liggett & 
Myers 17.9%; Lorillard 24.9%; Philip 
Morris 15.4%. 

In short, this procedure provides that 
all capital funds (irrespective of their 
source) maintain the same rate of re- 
turn during each accounting period. 


sheets are 


We also determine the exact amount 
of tax liability for each company: Rey- 
nolds 54.3%; American 53.5%; Lig- 
gett & Myers 53.9%; Lorillard 52.9%; 
Philip Morris 53.0%. 

With these two ratios we are able to 
convert Table II into Table III and 
show the exact amounts (as rounded) 
that each item of capital has contribu- 


ted. 


For Reynolds we note that borrowed 
funds totalling about $256.2 million 
produced approximately $29.0 million 
after taxes at a total cost of $6.7 million 
(see Table I). Similarly, Reynolds with 
$36.6 million of preferred stock out- 
standing produced some $3.6 million of 
after-tax revenue at a total cost of $1.3 
million. The residual amount of $447.1 
million produced an after-tax benefit of 
$56.4 million. The total amount of all 
these benefits to the common. stock- 
holders reached $89 million shown in 
Table I as “Net income applicable to 
common.” 

The final table relates pre-interest in- 

(Continued on page 740) 
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TABLE I — SUMMARY OF EARNINGS: YEAR DEC, 31, 1959 (millions) 





































































































































































































Reynolds American Lig. & Myers Lorillard Philip Morris 
Net Sales __. ee ee $1161.4 $ 555.7 $ 491.4 $ 461.0 
Less — Costs other than shown ‘below at acd tee a pres 1073.9 1014.3 484.4 425.1 415.9 
ION NINN 5 gla ctor nine igrelaciotaliy aman 213.2 147.1 71.3 66.3 45.1 
eee Pe ee eel Se Oe 8.8 5.2 3.7 2.6 3.8 
Pre-Interest Income ____....________________ Ten —s 204.4 141.9 67.6 63.7 41.3 
TE Se ene ee See ee ees ae 6.7 5.9 2.5 3.6 4.1 
ee eS rr id Nea i aca, Sa 197.7 136.0 65.1 60.1 37.2 
Less — Federal & State Taxes on Income Stone SIRE ; z 107.4 72.8 35.1 31.8 19.7 
ee Pe eee e 90.3 63.2 30.0 28.3 17.5 
Less — Div. Requirements for Pr eferred . ae eras 1.3 3.2 1.4 ey 1.0 
nt nine 

a Net Income Applicable to Common ___.------ 89.0 60.0 28.6 27.6 16.5 
me Less — Dividends Paid on Common _______....---------------_.. 42.0 32.6 22.6 14.4 10.4 
n- eG UCC FECT WENO a 47.0 27.4 6.0 13.2 6.1 
ite Less — Security Retirements _____. EA IES ct ENE Re Se 6.0 10.5 4.5 3.3 2.0 
nd 

of Balance __._______- Fe ee eee OE ak Ie ee eee 41.0 16.9 1.5 9.9 4.1 
ns Add — Depreciation | =e go Oe ee ee Le ere are 8.8 5.2 3.7 2.6 3.7 
or ; 

Cash Flow Income Net of Div. & Secur. Retired S498 $ 22.1 $ 65.2 $ 12.5 $ 7.8 
al Net Additions'to Plant & Equipment... = = CCA $ 9.1 $ 2.5 $ 6.5 $ 12.9 
in- TABLE II — SUMMARY OF CAPITAL: YEAR DEC. 31, 1959 (millions) 
nd 
aes Reynolds American Lig. & Mvers Lorillard Philip Morris 
; Total Capital (1) __. = $853.4 $806.5 $404.4 $292.4 $297.3 
ag Less — Current Liabilities (Int. Cost Debt Eliminated) : 113.5 74.8 27.3 36.1 28.6 
lip Invested Capital _ poke thao See a emer eres. 739.9 731.7 377.3 2556.3 268.7 
Less — Non-Current Liabilities 7 tg he cc 256.2 216.3 90.1 116.3 97.0 
hat ee Ae Bo 483.7 515.4 287.2 139.7 171.7 
eir Less — Preferred Stock (2) —_ posal ue eee oe 36.6 52.7 19.6 9.8 26.1 
rt - 

. Common Shareholders Capital (3) ee aS $447.1 $462.7 $267.6 $129.9 $145.6 
unt Ratio Pre-Interest Income to Invested Capital 27.6% 19.3% 17.9% 24.9% 15.4% 
ey- 
ie. Ratio Net Income to Pre-Tax Income _.......... 45.7% 46.5% 46.1% 47.1% 47.0% 
et . 

TABLE III: EFFECTS OF LEVERAGE ON CAPITAL STRUCTURE: YEAR DEC. 31, 1959 (millions) 
» to 
anil Reynolds American Lig. & Myers Lorillard Philip Morris 

a) ae eee $256.2 $216.3 $ 90.1 $116.3 $ 97.0 
‘1 Available for Common Steck — 29.0 16.8 6.4 12.0 5.1 
ur | Priority Div. Capital (2 above) YOM rer ee Sd 36.6 52.7 19.6 9.8 26.1 

mnt; wemlenio for “commen 3.6 1.5 Zz 4 1.9 
wed Common Shareholders Capital — = ______ 447.1 162.7 276.6 129.9 145.6 
lion Amt, Available for Common (3 above) — 56.4 41.7 22.0 15.2 10.5 
lion —— 
le $ 89.0 $ 60.0 $ 28.6 $ 27.6 $ 17.5 
vith 
aye TABLE IV — 1959 EARNINGS COMPARED WITH JULY 23, 1960 
81.3 MARKET VALUATION* 
17.1 Reynolds American Lig. & Myers Lorillard Philip Morris 
t of Ratios 
all Pre-Interest Income to Total Capital 10.6% 12.8% 14.5% 15.6% 11.0% 
ock- Pre-Interest Income to Invested Capital —- = 11.2 13.7 15.3 17.1 11.9 
1 in Net Income to Ownership Capital _ ee oe aren Ben 5.26 7.73 8.56 11.1 6.98 
> to Net Income Applicable for Comenen ~ Comiaen. Stock 

RES is TUR RATT Te OF, RE 5.8 7.98 8.87 11.4 7.5 

t in- 


*Market valuation consists of value of common and preferred stock plus all liabilities. 
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PUBLIC SERVICE COMPANY 
SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Forty-eight cents (48¢) 
per share on the Common Stock has 
been declared, payable September 10, 
1960, to stockholders of record at the 
close of business August 19, 1960. 


Quarterly dividends on the 4%, 4.25%, 
4.92% and 5.16% Cumulative Pre- 
ferred Stocks have been declared, pay- 
able September 30, 1960, to stockhold- 
ers of record at the close of business 
September 16, 1960. 


G. R. Cook, Treasurer 
August 2, 1960 
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Manufacturer of the Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 


quarterly dividends 
have been declared as follows: 


Common Stock* 
45 cents per share 


$4 Cumulative Preferred Stock 
$1 per share 


$4.50 Series A Convertible Second 
Preferred Stock 
$1.121%% per share 


These dividends are payable Septem- 
ber 15, 1960 to stockholders of rec- 
ord at the close of business August 
19, 1960. 
JAMES E. McCAULEY 
Treasurer 
August 3, 1960. 


“12 th consecutive 
dividend 


{Oe eee neem ewe e eee eee meses esse eee eeee easy 








Pullman 
Incorporated 


—397th Dividend — 
94th Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of fifty 
cents (50¢) per share will 
be paid on September 14, 
1960, to stockholders of 
record August 19, 1960. 
CHAMP CARRY 


President 


come, net income, and net income ap- 
plicable to common to each relevant 
denominator. We find for “Net income 
applicable to common” as related to 
“common shareholders’ capital” the fol- 
lowing: Reynolds 5.46%; American 
7.73%; Liggett & Myers 8.56%; Loril- 
lard 11.10%; Philip Morris 6.98%. 

For the six months periods ended 
June 30th we find these per share earn- 
ings for the last two years: 


1960 1959 


Reynolds _........ $2.42 $2.10 
American __. _. —— mae 
Liggett & Myers _. 1.79 1.95 
Lorillard —......... 104 1.11 
Philip Morris .. 262 2.44 


With long-term health trends treating 
cigarette smoking as an area of doubt, 
it remains for some of the leading man- 
ufacturers to initiate new enterprises. 
Philip Morris has already taken steps in 
this direction and some of the other 
companies may follow. 
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tional $3.4 billion of market apprecia- 
tion. At the end of 1959, mutual funds’ 
assets bulked $15.7 billion compared 
with $2.5 billion in 1950. Net additions 
of new money, aside from appreciation, 
seem likely to add 10% or more annu- 
ally, which would bring the total to 
$45 billion by 1970. 

In addition, a new form of regular 
saving rapidly growing in importance 
has been developed by the mutuals: the 
end of 1959, there were 1,150,000 ac- 
cumulation plans in effect; 360,000 
new ones were started last year against 
243,000 in 1958. 

Rising personal income in the years 
ahead should assure a steadily mount- 
ing level of saving for investment. But 
the federal government also can make 
an important contribution to industry’s 


ability to raise funds to power sound 
and necessary growth. If government 
lives within its income, the Treasury 
will cease to be a competitor for funds 
available in the capital markets. Better 
still, if the government should run a 
substantial surplus, funds will flow back 
directly to savers through redemption of 
government securities and tax reduction 
for investment in industry. 

EDMOND DUPONT 

Senior Partner, 


FRANCIS I. puPONT & CO. 





INDUSTRIES, INCORPORATED 


Common Dividend No. 163 


A dividend of 62'2¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
September 15, 1960, to 
stockholders of record at 
close of business August 
26, 1960. 


C. ALLAN FEE, 
Vice President and Secretary 


August 5, 1960 














AMERICAN ELECTRIC 


CAEP) 


POWER COMPANY, Ine. 
vn 





202nd Consecutive Cash Dividend 
on Common ‘tock 


e regular quarterly dividend of Forty- 

five cents ($.45) per share on the 
Common Capital Stock of the Company, 
issued and outstanding in the hands of the 
public, has been declared payable Sep- 
tember 10, 1960, to the holders of record 
at the close of business August 8, 1960. 


W. J. ROSE, Secretary 
July 27, 1960. 





























TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 
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Division and Subsidiaries: 


Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 

Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 











DIVIDEND 
NO. 52 








The Board of Directors has declared a quarterly divi- 
dend of 28¢ per share on the Common Stock, payable 
September 13, 1960, to stockholders of record on 
August 19, 1960. This represents an increase over the 
35-cent quarterly dividend paid on the Common Stock 
prior to the one-for-two share distribution made in 


June, 1960. J. E. IVINS, Secretary 
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Madison Fund Head Decries 
Current Speculation 


“It’s my considered opinion that there 
will be many unhappy speculators before 
the vear is out,” Edward A. Merkle told 
the New York Society of Security An- 
alysts at their regular Friday luncheon 
meeting preceding the Fourth of July 
holiday. Recognized as one man in the 
industry who does not hesitate to speak 
out when necessary, the president of the 
$135 million Madison Fund provided the 
appropriate pyrotechnics for the occa- 
sion in adding that he aid not know how 
long the speculative fever would last 
“but when you begin paying 5‘) times 
earnings for securities, you had better be 
sure you know everything there is to 
know about them.” 

As to Madison’s current policy, 40% 
of assets were in so-called defensive- 
offensive securities; 35% in growth 
equities (including growth utilities) ; 
and the balance in general market is- 
sues. Oil investments amounted to only 

% of holdings. Mr. Merkle offered as 
examples in the defensive-offensive cate- 
gory such stocks as Kellogg. General 
Foods and American Tobacco. He claim- 
ed that his fund was the frst to pick up 
Reynolds Tobacco as a growth stock. 
Currently the merits of certain cigar 
stocks as growth situations have not been 
recognized and Madison has made an 
investment of over $1 million in Bayuk. 

Of particular interest in the discussion 
was the method by which the invest- 
ments of the fund were selected because 
it seemed to parallel in certain respects 
techniques of the older, more success- 
ful British investment trusts with which 
this column has been familiar. The staff 
of analysts and investment managers is 
small — five in all, including Mr. Mer- 
kle. Most of the time the members oper- 
ate as “analysts’ analysts” continually 
investigating the many brokers’ recom- 
mendations brought to the fund’s atten- 
tion in order to find appropriate new 
holdings for the portfolio. No man is a 
permanent specialist in his group of se- 
curities as Mr. Merkle finds a policy of 
rotation more desirable. For example, 
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with the present trend in the oils, he 
feels that it would be a waste to have a 
man concentrating in this field. 

Mr. Merkle mentioned that although 
two of his largest portfolio holdings 
were Phillips Lamp Works and Unilever, 
he had reservations generally about the 
advisability of European holdings. The 
market in which one could work was 
very restricted and there were only about 
ten issues of a size which the average 
fund could buy enough of. Once bought, 
stock was difficult to sell. 

He discussed various aspects of the 
closed-end companies’ discount and in 
conclusion suggested that their should be 
a concentrated effort to educate people 
on the merits of that type investment 
company. 


T. Rowe Price Modifies 
Investment Policy on 
Tenth Anniversary 

The remarks of Edward Merkle of 
Madison Fund, on the inflated price of 
many growth stocks, appearing else- 
where in this column, are given added 
significance by observations made by T. 





INVESTMENT COMPANY NOTES 





Rowe Price, president of the growth 
fund bearing his name, on the occasion 
of its tenth anniversary. Without benefit 
of selling commissions, this mutual has 
had a healthy increase in size. Ten years 
ago, on June 30th it had assets of only 
a quarter million dollars owned by 25 
shareholders. By mid-1958 it had grown 
to $12 million with 3,000 shareholders. 
The last two years, however, witnessed 
a triple-fold expansion with assets at 
mid-year of $34 million held by almost 
9,000 investors. 

In his semi-annual report, Mr. Price 
observes that “The past ten years have 
afforded an unusually favorable oppor- 
tunity for capital growth, but during 
the past year or more we have directed 
attention to the declining trend in profit 
margins and diminishing returns on in- 
vested capital. There has been little or 
no earnings growth as measured by the 
stock indices during the past 4 years. 
The rate of dividend growth has also 
been diminishing.” The Price manage- 
ment expects that this slowdown in earn- 
ings growth will continue during the 
next two to three years because of an 
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increase in domestic and foreign compe- 
tition and intensified strife between 
labor and management. 

We quote in full the fund’s restated 
position since it represents the views of 
one of the leading and most successful 
managements of its type: 


“In order to achieve the Fund’s 
objective of long term appreciation of 
capital and increase of income, our 
past investment policy of buying and 
holding the best Growth Stocks will 
have to be modified. Since we believe 
that many favorite Growth Stocks are 
selling at prices to discount earnings 
growth for the next 2-4 years, we 
will have to place more emphasis on 
3 other types of stocks: (1) Newer, 
dynamic stocks of smaller companies 
involving a very high risk factor and 
paying little or no cash dividends; 
(2) special situations such as stocks 
of old companies which have _ re- 
juvenated managements; and (3) 
non-growth or slow growth stocks for 
a short term industry cycle, purchas- 
ing shares when the prospects for the 
industry are unfavorable, earnings 
are depressed and stocks are low be- 
cause they are out of fashion, and 
holding them until improved earnings 
increase the demand for the shares. 
The aircraft, insurance and oil stocks 
illustrate this group.” 


Sales Decline 
Stops in June 


A steady monthly decline of mutual 
sales to the public, which began in the 
first month of this year, appeared to be 
arrested in June as sales picked up over 
those of the preceding May. Neverthe- 
less, volume still remained slightly under 
that of the corresponding 1959 month 
while redemptions of shares for June 
were at an all-time high. Gross and net 


nished by the N. A. I. C. were as fol- 


lows: 


SALES OF MUTUAL FUNDS 
(millions of dollars) 








Gross Net 
1960 1959 1960 1959 
Ist quarter. 619 599 399 400 
2nd quarter. 503 554 278 325 
Half year _1,122 1,153 677 725 


From the half yearly sales compari- 
sons shown here for several funds whose 
reports were available at the time of 
publication, it is difficult to draw con- 
clusions, although, in general, funds con- 
centrating on growth appeared to have 
met with a better public reception dur- 
ing the period. 


Net Portfolio Purchases Off, 
Utilities and Drugs Favorites 


Net portfolio purchases of common 
stocks of the nation’s investment compa- 
nies declined considerably during the 
second quarter of 1960, reaching a low 
not witnessed in several years. Accord- 
ing to the regular quarterly survey of 
transactions of 74 investment companies 
published by this writer in Barron’s, the 
common stock mutuals not only cut 
down their buying, but upped their sales, 
in several instances realizing profits in 
the more glamorous issues as well as 
certain of the “growth” utilities. Pur- 
chases of the closed-end companies were 
off as much as one-third, only one fund 
in this category adding commons on bal- 
ance. Nevertheless, there was no appar- 
ent stampede to liquidity, only one-half 
dozen funds — all common stock mu- 
tuals — noticeably increasing their posi- 
tions in cash and equivalents. 





sales for the first two quarters as fur- With purchase transactions up 30% 
First HALF YEAR SALES 
(thousands of dollars) 
Gross Net 

Balanced Funds 1960 1959 1960 1959 
Eaton and Howard Balanced 4,188 6,423 — 275 1,298 
Johnston Mutual 1,927 1,850 1,601 1,529 
Massachusetts Life Fund 4,406 6,148 3,216 5,018 
George Putnam Fund 10,533 8,515 6,018 3,915 
Shareholders Trust of Boston 6,016 5,773 4,059 4,673 
Wellington Fund 68,934 74,657 54,509 60,093 

SALES I ECL'NE STOPS 

Stock Fund 
Broad Street Investing Corp.* 7,741 13,605 3,918 10,925 
Eaton and Howard Stock Fund 1,71 16,506 2,749 12.467 
Incorporated Investors* 11,428 9,810 3,613 <= “Ga 
National Investors 20,113 11,602 16,922 9,719 
Mass. Investors Growth Stock*+ 38,572 29,887 31,056 21,745 
Massachusetts Investors Trust* 33,114 49,027 3,308 19,168 
One William Street Fund 21,510 22,372 3,080 —1.742 
T. Rowe Price Growth Stock 5,012 4314 4,354 3,941 
Selected American Shares* 5,241 7,095 3,009 4,245 


*Excluding shares added in lieu of cash capital gains distributions and/or in exchange for assets of 


private investment companies acquired. 
{Fiscal haif year ending May 31, 1960. 
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over the preceeding three months, elec- 
tric utilities were easily the favorites of 
management followed by the drug and 
cosmetic equities. The office equipment 
and defense and aircraft shares likewise 
generated more buying power. But the 
chemicals and foods ranked after the 
drugs and utilities in popularity. Trans- 
actions in the banking group were defin- 
itely bullish, although sales included 
Shareholders Trust’s elimination of five 
issues and Dreyfus’ cleaning out of sev- 
en, all except one being New York City 
institutions. Retail stores and natural 
gas companies were favored by buyers. 

Opinion was divided on the electrical 
and electronics, several managements 
realizing profits in some of the “high 
fliers.” Sentiment was bearish the 
aluminums, mixed on _ the _ coppers. 
Transactions were also indecisive in the 
rail and steel shares, the previous quar- 
ter’s unpopular groups. Bearishness was 
pronounced in the paper and pulp divi- 
sion. 

Issues bought on balance by six or 
more managements included: (10) 
1.B.M.; (8) Aluminium, Ltd.; (7) Con- 
tinental Oil, Deere, International Tel 
and Tel, Philips Lamp Works, Republic 
Steel, Texaco, Inc., Upjohn; (6) Chemi- 
cal Bank New York Trust, Continental 
Can, First National City Bank of New 
York, Gulf Oil, North American Avia- 
tion and New York State Electric and 
Gas. 

Radio Corp. was sold by nine man- 
agements, Pfizer by seven and St. Regis 
Paper by six. 


on 


VALIC Offering Shares 
To Public 


The Variable Life Insurance Co. of 
America is making financial history in 
being the first variable annuity com- 
pany to make an offering of its own 
stock to the public. The million share 
issue is being underwritten by a group 
represented by John C. Legg and Com- 
pany. An additional 325,000 shares are 
being exchanged for the company’s 
existing stock owned by its promoters, 
officers, directors and their associates 
(which will constitute 22.67 of the out- 
standing capitalization). On May 31. 
VALIC had 750 variable annuity con- 
tracts outstanding and liabilities attrib- 
utable thereto approximated $809,000. 

Proceeds will be used to expand 
VALIC’s business. It intends to set up 
branch offices and general agencies in as 
many states as practicable. Since it sells 
contracts primarily through its own or- 
ganization, recruiting, training and or- 
ganizing personnel in its home and 
branch offices will require considerable 
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expenditures. A substantial capital and 
surplus account are also considered par- 
ticularly important to help create confi- 
dence of both the state regulatory bodies 
and prospective annuity purchasers. 


VALIC has had in effect since May 13 


a registration statement under the Se- 
curities Act of 1933 covering its variable 
annuity contracts, being the first com- 
pany to qualify such contracts under the 
Act. The Hanover Bank has been 
tained as investment adviser. 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 
1 2 3 4 5 6 7 8 9 10 
PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
POLICY Base (100): Bid Price 6/30/50 Net Investment 
For detailed explanation as to wh oo 
selection and interpreation of onan ane ON Current Dividend 7% on 
data see July 1959 issue, p. 690. ” 5 : 7/29/60 aver. month-end 
lower grade bonds & . : . 
6/30/50 to : ; offering price 
preferred stocks ; Re Bid & Bid 
Pre-War 7/29/60 Cap. only po 5-Yr. 
Recent 5-Yr. range | 12/30/39 Low High Distr. 12 Mos. Avg. 
BALANCED FUNDS 72.3 95.6 203.3 196.0 155.1 3.13 3.31 
1 American Business Shares __.... ; - Eeeee 51.7 59.5 48.6 74.2 97.5 152.8 151.3 108.3 3.37 3.49 1 
2 Axe-Houghton Fund “A” it DE Ror: 8 ices 63.2 64.3 49.4 63.1 96.3 206.0 194.0 126.4 2.37 2.69 92 
3 Axe-Houghton Fund “B” — ee eee! tot. die ‘Gh 55.5 95.9 215.5 209.3 162.8 2.42 2.93 3 
4 Boston Fund __ ee ne o6.e T2383 84.1 69.4 95.5 213.8 210.7 160.4 2.98 2.87 4 f 
5 Commonwealth Investment Co. Pink ae? 63.3 74.2 63.3 57.6 84.0 208.3 199.1 163.8 2.89 3.04 5 
6 Diversified Investment Fund, | SRE ot ge eee: 66.1 74.3 65.8 — $80 2122 201.9 158.9 3.30 3.91 6 Ww! 
7 Eaton & Howard Balanced Fund 64.0 70.9 59.9 67.0 96.3 203.4 193.3 162.3 300 «2.93 7] ap 
8 Fully Administered Fund (Group Securities) 2 69.8 78.9 68.3 87.0 96.4 168.8 157.4 126.7 3.82 3.77 8] ¢o 
® Generel lnvetess Trt 60.1 80.7 55.4 91.7 97.2 203.0 | 197.6 138.4 3.69 3.76 9] «, 
10 Investors Mutual - (2 ae a a: 68.6 71.6 63.6 — $63 196.2 185.9 165.7 3.22 3.46 10 | 
11 Johnson Mutual Fond . tit ee | a ee — 96.6 250.0 | 243.8 204.8 2.40 2.99 11} © 
12 Massachusetts Life eee 60.7 69.2 59.5 — 97.2 184.4 175.8 158.5 3.08 3.08 12] m 
13 National Securitiest—Income series 85.9 91.8 83.0 — 96.8 188.3 172.1 136.2 4.36 4.74 13} ed 
14 Nation-Wide Securities — ciaedcoitel 62.3 62.3 54.4 82.3 97.2 178.9 | 175.6 142.1 3.35 3.45 14] a 
15 George Putnam Fund - sede! 74.4 74.4 66.3 83.5 97.5 232.4 228.5 185.1 2.72 3.00 15 
16 Scudder Stevens & Clark Balanced Fund _ ees 63.0 67.3 58.7 74.6 97.3 187.6 177.8 142.5 2.98 3.06 16] | 
17 Shareholders Trust of Boston -. tin 51.0 74.2 51.0 — 96.3 217.6 | 213.9 159.8 3.51 3.63 17] in 
18 Stein Roe & Farnham Balanced Fund £2 Reroute 64.8 64.8 51.6 — 96.8 246.4 240.5 196.5 2.75 2.74 181 us 
19 Wellington Fund - ahene ae caspenwen 59.9 68.0 57.9 70.9 97.3 200.4 194.6 155.8 3.01 3.12 19 nc 
20 Whitehall Fund — | S88 S88 618 — 95.8 204.1 | 196.0 146.5 3.46 3.49 20] 
FLEXIBLE FUNDS 73.3 95.8 247.9 | 282.8 179.7 | 2.89 3.11 ag 
21 Broad Street Investing Corp. —--....--------------------- 88.5 88.5 oi Os 65.1 93.7 284.8 263.3 216.2 3.24 3.49 21 
22 Delaware Fund —.-—--—---------—----—- | 89.0 95.5 84.38 69.3 95.38 242.8 | 224.7 155.7 2.39 2.89 22 | sti 
3 hots Fed 91.4 99.9 52.7 — 96.6 402.6 383.2 316.7 2.24 2.06 234 U. 
24 Fidelity Fund - ; Bese a eee $2.0 96.2 82.0 — 95.4 302.4 275.2 223.4 2.65 3.19 24] th 
25 Institutional Foundation Fund - Peper te 80.1 88.5 80.1 — 965.5 238.0 228.4 170.2 3.45 3.77 25 - 
26 Knickerbocker Fund —.. ase ie ne LS ee 94.1 95.5 63.0 101.0 96.4 194.6 173.5 116.8 3.05 3.52 26 
27 Loomis-Sayles Mutual Fund — eine nd. 2a ar 60.5 96.6 186.7 | 188.5 133.8 | 8.06 3.04 27] ©! 
28 Mutual Investment Fund — 83.0 84.0 55.8 74.6 95.7 184.3 169.5 125.5 3.03 2.96 28] sc 
29 New England Fund —--__---------------] 55.4 66.8 53.2 78.4 97.2 176.5 | 170.6 126.6 3.49 3.54 29] pr 
30 Selected American Shares -..........-----.--------------------- 89.5 97.6 81.1 74.0 94.3 257.7 236.6 158.1 2.56 2.98 30 Ww 
31 Sovereign Investors ~ ele _aees 95 S7.7 913 98.3 98.2 284.6 254.9 230.2 3.87 3.68 31 h 
32 State Street Investment Corp. ee, ee 93.9 93.9 81.2 56.8 95.3 219.5 211.1 133.9 2.32 2.45 32 . 
33 Wall Sirect Investing Corp... —__$$_$___.___. S35 682. 2 — 96.1 259.9 254.3 230.2 2.69 2.91 33} SI 
34 Wisconsin Fund, Inc. —~ ee aes 86.9 98.6 177.4 54.8 95.4 235.7 230.1 178.3 2.438 3.08 34 
ch 
COMMON STOCK FUNDS 65.3 94.7 318.6 | 292.8 224.6 2.51 2.81 ec 
SR SR a Boe ee 86.2 89.9 84.5 61.0 93.6 238.8 230.6 170.7 2.90 3.29 35] w 
ES CEE Seren eae nnerner ter os enenee ae 86.5 88.5 176.7 68.0 94.6 277.7 257.8 190.3 261 2.77 3 P 
37 Dividend Shares . aes pa ek een 88.6 88.6 81.6 73.5 938.6 243.2 232.0 185.4 2.79 2.98 37 
38 Eaton & Howard Stock Fund - ee ee 88.8 88.8 78.3 622 $68.2 311.0 293.2 256.0 2.28 2.39 38 
39 Fundamental Investors ——--- See erent ra 98.2 99.2 96.7 54.5 94.4 307.8 278.4 231.8 2.27 2.70 39] lu 
40 Group Securities—Common OE cicndeg ae 98.6 99.1 90.4 — 95.1 245.0 224.1 173.1 3.86 4.34 40 fF ti 
41 Incorporated Investors —— ————________ 92.5 98.0 89.0 59.8 96.6 326.8 293.5 212.1 1.84 2.30 41 
42 Investment Company of America — 86.8 95.5 177.6 64.1 94.1 304.4 297.1 202.2 2.24 2.47 42 
43 Keystone Growth Common (S-3) — 94.5 97.7 91.0 71.7 97.4 356.6 | 322.7 208.5 1.74 2.27 43] 3 
44 Massachusetts Investors Growth Stock Fund _. 96.1 99.3 92.9 69.6 94.7 403.2 384.3 224.5 1.51 1.73 44] “l 
45 Massachusetts Investers Trust 98.4 99.7 97.3 76.6 95.38 332.6 303.3 273.9 2.86 3.16 45] of 
46 National Investors —— ee 96.8 99.3 96.4 57.6 92.7 387.8 368.1 291.2 1.65 2.13 46] ;, 
47 National Securities—Stock Series .._] 98.2 989 93.9 — 98.6 247.0 | 216.4 161.2 4.06 4.42 47 
48 T. Rowe Price Growth Stock Fund —______ 85.9 87.8 72.1 — 94.6 449.5 | 431.0 358.8 1.79 2.07 48] * 
49 Scudder Stevens & Clark Common Stock Fund_.. 96.9 99.2 91.6 — 94.5 308.5 292.1 241.3 2.33 2.60 49 
eee ee re Tt... 90.0 97.2 89.3 — 95.4 278.3 260:2 212.7 3.49 3.388 504 ] 
In 
500 STOCK INDEX (Standard and Poor’s)® __.. — — — 70.7 94.3 343.2 313.8 — ante ou m 
CONSUMERS PRICE INDEX (B.LS.)2 — — — — 58.5 100.0 124.3 ann wn ma =a 
— S€ 
n—Adjusted to June 30, 1950 base; *—-Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low price reached during current month. b; 
eC 
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the use of life insurance to under- 
write the cost of higher education. And 
apparently it’s an interest no longer 
confined to the salaried man who, lack- 
ing capital, must pay for his children’s 
college years out of income; a good 
many policies are being sold to beef up 
educational trusts considered more than 
adequate when they were established. 

This is at least partly explained by 
increased costs: a four-year tab that 
used to add to $5,000, perhaps $6,000, 
now comes to $10,000 (more if there’s 
much status involved) and could double 
again by the 1970's. 

Even though it costs more, college is 
still worth much more than it costs. The 
U. S. Bureau of the Census estimates 
that the average grade school graduate 
will have total lifetime earnings of 
$178,000; if he graduates from high 
school, his earning expectancy is an im- 
pressive $243,000; but if he starts his 
working career with a college degree, 
he'll be paid $347,000 before he’s pen- 
sioned off. : 

That additional $104,000 is a pay- 
check of $26,000 for each of the four 
college years — and that would seem 
worth tying down with every guarantee 
a father can manage. 

I said as much to a surgeon I had 
lunch with the other day, and his reac- 
tion may have some significance. 

“T don’t know how the Census people 
arrived at their averages,” he told me, 
“but I think they downgrade the value 
of a college degree. For qualified men 
in at least some of the professions, I’d 
say their estimate is way low. If I live, 
I'll have earned close to a million before 
I retire — and while I’m not complain- 
ing about my income, it’s far from re- 
markable. 

Several years back he had set up a 
separate trust for each boy, the income, 
barring emergencies, to accumulate until 
each was ready for college. “At th 
time,” the doctor said, “I thought there 
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was enough in these trusts to cover four 
years of college, then medical school — 
or graduate work, if either boy chose 
some other profession. Lately, I haven’t 
been so sure of this — so I’ve made 
fifteen thousand of life insurance pay- 
able to each trust. Chances are the boys 
will never need it, but itll be there if 
they do.” 

This man has been a reasonably suc- 
cessful investor, so I asked him why he 
used life insurance instead of adding 
securities to his trusts. “You buy your 
life insurance after taxes,” I said, “and 
I'd have expected you to do it the 
other way.” 

“I make investments with after-taxes 
money, too,” he told me, “and I’m not 
so stupid I don’t know the value of 
what I buy can go down as well as 
up. The securities I’ve set aside for my 
sons are as solid as any I’ve ever owned. 
I don’t think they’ll ever be worth any 
less than they are — but if it does hap- 
pen, and I’m around, I can make up 
the loss out of income. I used life insur- 
ance because I think I can count on it 
doing what I would have done, if I’m 
not here to do it.” 

He wanted to know if I was satisfied 
with his reasoning, and I said | knew 
several life insurance companies that 
would be delighted to give him a job. 
They would, too. The doctor may be 
shooting as high as he thinks the Bureau 
of the Census is low, if he really be- 
lieves his boys can be at all certain of 
earning a million each (though he prob- 
ably will and they might), but his con- 
cept of putting a life insurance floor 
under trusteed investments is spread- 
ing. 

Another father I’ve talked with — a 
salesman who is beginning to earn a 
good income, but who hasn’t saved 
much so far — has bought a limited 
payment life policy that is to see his 
12-year-old son through college, if he 
doesn’t live to do it. He says if he does 
live, and can’t pay the bills any other 





way. he'll tap the cash value when the 
time comes. 

With a touch of cynicism that may 
or may not be justified, this man also 
says: “Give your son some money and 
he'll probably be grateful to you 
while it lasts. Equip him to make some 
money for himself, and the chances are 
hell remember you thankfully as long 
as he lives.” 


Qualifying for Term Insurance 


A reader asks how much fact there 
is behind the statement, apparently 
made in a popular magazine article a 
few months back, that the life insurance 
companies force a man who wants to 
buy any amount of term insurance to 
meet much stiffer requirements than 
would be true if he applied for, say a 
straight life policy. 

I'd say the physical requirements are 
apt to be the same, whether it’s term or 
straight life — certainly for normally 
healthy applicants. But when a man’s 
health or medical history puts him on 
the borderline, or pushes him into a 
special risk classification, this can and 
usually does become a question of indi- 
vidual company practice. If there are 
impairments, some companies will say 
No term: others, however. will offer 
special premium rates for term insur- 
ance about as readily as for straight 
life, and on much the same basis. 

What may give an impression of 
stiffer requirements for term is that 
companies back away from an applica- 
tion, at least long enough to triple- 
check it, if there seems to be any un- 
usual element of speculation. This is 
understandable because a company’s 
premium rates are based on certain 
specific risk assumptions. 

The speculative factor (also, and per- 
haps more properly, called selection 
against the company) is often difficult 
to measure; but there are some Go Slow 
warnings that home office underwriters 


have learned to reconize — and more 
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How do you 
determine 
“fair market value?” 


When one of your corporate clients is negoti- 
ating for a merger, a consolidation, or out- 
right purchase or sale, the value of the busi- 
ness should first be established as a basis for 
arriving at the consideration to be paid. 

If the company is one of the vast majority 
whose securities are not openly traded, even 
a comparative value is not easy to determine. 

Securing an American Appraisal report, 
prepared especially for this purpose, is a 
well-accepted method for establishing fair 
market value. Each report is carefully docu- 
mented with the factual data assembled, the 
valuation of this data, a comparison of the 
company’s securities with openly traded se- 
curities of similar companies, as well as 
marketability and opinion factors. 

We'll gladly send you our booklet No. 502, 
“Valuation of Closely Held Corporate 
Stocks.” 
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of these warnings are apt to crop up 
when an application for term insurance 
is being considered, than when (to go 
to the other premium extreme) a 10- 
year endowment is applied for. 

For example, the risk of overinsur- 
ance is almost certain to increase as 
the premium per thousand of death 
protection decreases; and companies try 
to avoid overinsuring for reasons rang- 
ing from the strong probability of early 
lapse (which usually means an out-of- 
pocket loss to the insurer), to the possi- 
bility of suicide when the policy be- 
comes incontestable. 

It is also true that when bought to 
cover anything other than an obviously 
temporary need for protection, term 
policies have selection against the com- 
pany built into them. This is because 
the price of term insurance increases 
with age, and very rapidly indeed after 
a man reaches his middle-years. The 
result is that people who are healthy 
tend to drop their policies, while those 
who have become uninsurable hang on. 

The reason for selecting term insur- 
ance, rather than straight life or some 
other permanent plan, is (because of 
the anti-selection hazard) often a con- 
sideration. If a young man with a sal- 
ary of say $7,000, and no especially 
good chances of earning much more, 
applies for $50,000 on a five-year term 
plan, it may be difficult for him to get it. 
lf, however, he applies for $10,000 of 
straight life and $200 a month of 20- 
year family income, even though the 
amount the company has at risk will 
be greater in the early years, he isn’t 
likely to have trouble. In this instance, 
the family income, while term, is tied 
to a specific, continuing need; the total 
amount of insurance decreases annually, 
so there need be no increase in the pre- 
mium from year to year; and there’s a 
floor of cash value life insurance sup- 
porting the whole transaction. 


The Shoemaker’s Shoes 


Perhaps because they know I’m a re- 
porter, not a salesman, most men [ talk 
with are willing to discuss their life 
insurance frankly — why they bought 
it, and what they expect it to do for 
them. But now and then I think it’s 
interesting to take a look at what life 
insurance men buy for themselves, and 
the instance I want to tell you about 
struck me as unusual enough. 

This man is 33, has been selling life 
insurance for four years, is doing well, 
and will probably do better. He has 
bought a $10,000 endowment-at-60 
policy on his wife’s life. It’s trimmed 


up with a 20-year family income rider 
that would pay $200 a month if his wife 
died. He is the beneficiary. 

“The endowment part is pretty spe- 
cial, but you can call it a savings ac. 
count,” he told me. “The two hundred 
a month family income part doesn’t cost 
much, but it'd go a long way, if any- 
thing happens to Jane and I have to 
hire help to bring up our kids. I don’t 
know what it would cost, but I’m sure 
I'd have trouble finding a housekeeper 
who'd work for Jane’s take home pay.” 

I asked him what was so special about 
the endowment. 

“Actually, it’s a sort of deferred com- 
pensation plan,” he told me. “Of course 
I expect to be filthy rich before she’s 
sixty, but even if I am, if she lasts that 
long with me, she'll richly deserve some 
money of her own, to do with as she 
pleases.” 

He added: “Another reason I said it’s 
special, the cash values build up fast — 
so if I die and she doesn’t want to keep 
up the premiums, she can take a good 
settlement.” 

This happens to be the first time I’ve 
heard of a “deferred compensation” 
plan for a wife, whose husband lives. I 
haven’t found out what his Jane thinks 
of it, but my friend may have an idea; 
and certainly the family income rider 
looks like a sensible buy. 

I didn’t think to ask him, but I’m 
sure he knows about another money 
loss he’d face if his wife died. Unless 
he remarried, he’d no longer be able 
to make a joint return. Even in his 
present income tax bracket, I imagine 
that would cost him about $1,200 a 
year — and the better he does, the more 
itll cost him. 


It’s the Cost of Paying the Cost 


One thing I’ve noticed about many 
small businesses is, they don’t stay 
small. They get big or bigger, or com- 
petition catches up and it’s just another 
instance of the little man that wasn’t 
there. 

This checks out with the experience 
of a qualifying member of the Million 
Dollar Round Table. He tells me more 
than half of his sales, today, are made 
to raise the funding of existing buy and 
sell agreements, between the owners of 
small businesses, to the level of today’s 
values. 

He believes many owners underesti- 
mate the amount of money they'll need, 
when it comes time to pay the heirs 
of an associate for his share in the 
business, “because they’re thinking in 
terms of what the agreement says they'll 
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have to pay, not of what it’s going to 
take for them to lay that much after- 
taxes money on the line.” 


One of this man’s typical sales illus- 
trates that mistake. Four or five years 
ago, two partners followed their law- 
yers advice and entered into a formal 
buy and sell agreement. It was a good 
agreement, including a workable form- 
ula for pricing each partner’s share. 
and a provision that a survivor could 
take up to 10 years to pay any balance 
due the heirs — in equal annual install- 
ments, with 5% interest on the balance 
due. 

At the time, each partner was insured 
for $25,000 — about the worth, then, 
of their individual shares. Today, ac- 
cording to the formula, each share is 
worth $75,000. The life insurance man 
who sold them originally is no longer 
in the picture, and when the man I’m 
quoting approached them, he was told 
they felt their agreement took care of 
them nicely. “The twenty-five thousand 
we have would make a solid down pay- 
ment, and either of us could easily pay 
off a fifty thousand dollar balance out 
of current income. Spread over ten 
years it would be no problem.” 


They were told that while $5,000 a 
year plus interest is what the heirs 
would get, it is probably less than half 
of what it would cost the survivor to 
pay it. Here are the figures they were 
shown: 


Annual purchase installment $ 5,000 
2% interest on balance 2,250 


wert $ 7,250 


Total first year cost 


Assuming a probably conservative 
40% income tax bracket for the sur- 
vivor, it would take more than $12,000 
in before-taxes earnings to meet that 
first year obligation of $7,250. And the 
cost of paying the heirs $50,000 and 
interest, over a 10-year period, would 
almost have to exceed $100,000. 


Each partner’s premium for the $50.- 
000 needed to fund the agreement is 
about 3%, and this, of course, is not a 
tax deduction. In 20 to 25 years, how- 
ever, the cash accumulation in each 
policy should about equal premiums 
paid. 

The life insurance was purchased, 
and one partner said this of their de- 
cision: “I’d rather have us dig up three 
thousand a year, between us and with 
both of us here to do it, than for either 
of us to have to find ten or twelve 
thousand on his own.” 
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Estate Planning Council 
Activities 


Anchorage, Alaska, has the first Es- 
tate Planning Council in that State, or- 
ganized earlier this year to include 
representatives of the four professional 
groups — attorneys, certified public ac- 
countants, life underwriters and trust of- 
ficers. The Council has currently limited 
membership to a maximum of five from 
each group, although the by-laws permit 

ten. Attendance 
has averaged 95% 
at meetings which 
have discussed 
“Problems Created 
When There Is No 
Will,” “The Re- 
sponsibilities of 
Each Profession 
on the Estate Plan- 
ning Team,” and “Legal Aspects and 
Advantages of the Marital Deduction.” 


Officers for the current year are: 
Pres.—Roger G. Laube, assistant vice 
president and trust officer, National 
Bank of Alaska; Vice Pres.—Howard 
MacMahon, C.P.A.; Sec.—G. William 
Merritt, life underwriter; Treas.—Ray- 
mond E. Plummer, attorney. 


New Haven, Conn.—On July 25 the 
following officers were elected for the 
ensuing years: Chmn. — Phillip N. Cos- 
tello, Jr., attorney; Vice Chmn. — Erics- 
son B. Broadbent, Connecticut Life In- 
surance Co.; Sec. & Treas. — Wilson D. 
McElhinney, assistant trust officer, Un- 
ion & New Haven Trust Co. 


Hawaii (Honolulu)—On July 21 Rob- 
ert Midkiff spoke on “Profit Sharing 


Plans.” 


Louisville, Ky.—Newly elected officers 
for the Council are: Pres.—Wallace G. 
Mathis, trust officer, Citizens Fidelity 
Bank & Trust Co.; Vice Pres. — Cary 
Peter, life underwriter; Sec.-Treas. — 


Marshall P. Eldred, attorney. 


ROGER G. LAUBE 
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CONFERENCE ON TAX HAZARDS 


Highlights of the 8th annual Taxation 
Conference at the University of Texas 
Law School in Austin, October 27-29, in- 
clude lectures by Professor A. James 
Casner of Harvard Law School on “Tax 
Hazards in Income Taxation of Trusts 
and Estates;” by John M. Zuber, vice 
president and senior trust officer of Re- 
public National Bank of Dallas, on “Life 
Insurance Trusts and Gifts of Life In- 
surance;” and a panel session on marital 
deduction problems in a community prop- 
erty estate including state inheritance 
tax considerations. 
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TRUST OPERATIONS and ADMINISTRATION .... 


GEORGE C. BARCLAY 


Contributing Editor 


COMMENTARY ON PRINCIPAL-INCOME ACT REVISION: 
DEPRECIATION ON REAL ESTATE 





HIS IS THE LAST OF THREE COLUMNS 
Te the subject of principal and in- 
come which were stimulated by the ques- 
tionnaire prepared by the Commission- 
ers on Uniform State Laws in connec- 
tion with their study of the advisability 
of revising the Uniform Principal and 
Income Act. My column in the April 
1960 issue resulted in correspondence 
with Lee Winfield Alberts, Esq., of the 
Chicago Bar, and with Kenneth A. Hack- 
ler, trust officer of the First National 
City Trust Company, New York City, in 
which my comments on various aspects 
of the subject have been both commend- 
ed and disapproved. 

The final subject, depreciation on real 
estate is one on which there has been a 
certain amount of philosophical discus- 
sion but, so far as I can find out, very 
little in the way of court decisions. There 
have been numerous cases, particularly 
in the public utility field, discussing 
what depreciation is but few which con- 
sidered whether or not a trustee holding 
real estate was required under any cir- 
cumstance to set up a depreciation re- 
serve out of the income of his trust. Mr. 
Alberts believes that there should be 


such a requirement. He writes: 


“Our office has had several experi- 
ences where there is a practical neces- 
sity for withholding depreciation. One 
of the odd facts about buildings is that 
they go along beautifully for a num- 
ber of years and then suddenly a large 
amount must be spent to remodel 
them, put in new elevators, air condi- 
tioning, etc. At this point, since all the 
depreciation cash has been distributed 
(and I don’t quite understand what 
depreciation is if it is not part of the 
cash rent), the trustee must scurry 
around to raise money for the needed 
improvements. He has two choices: 
(a) borrow the money on the security 
of the building, or (b) sell other trust 
assets. 

“In either event he now rehabili- 
tates the building, receives larger cash 
rents which he distributes to the life 
beneficiary, and then realizes that 
either there is no cash in the trust to 
pay off the mortgage or else he has 
converted stocks and bonds into depre- 
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ciation which is distributed to the life 
beneficiary. Depreciation reserve is 
‘theoretically’ correct and here is the 
practical necessity for it. 

“Would the trustee continue to hold 
the stock of a corporation which dis- 
tributed as dividends all its cash in- 
come including its depreciation re- 
serves with lack of concern for the 
future? It is quite obvious that every 
prudent man foresees the need for re- 
placement of deteriorating assets and 
prudently reserves that part of his 
cash receipts which are properly a re- 
turn of his wasting asset.” 


It is quite clear that Mr. Alberts is 
concerned about the need for a trustee 
who holds real estate to maintain his 
property and to find a convenient way 
of financing the doing so but this does 
not mean that the trustee should set up 
a depreciation reserve. There is much 
confusion between the term “deprecia- 
tion” and such terms as “maintenance” 
and “repairs.” I fear that Mr. Alberts 
has some of them confused. 

The Supreme Court of the United 
States has defined depreciation in the 
following language: “Broadly speaking, 
depreciation is the loss, not restored by 
current maintenance, which is due to all 
the factors causing the ultimate retire- 
ment of the property. These factors em- 
brace wear and tear, decay, inadequacy 
and obsolescence.”! The American Insti- 
tute of Accountants has given the follow- 
ing definition: “Exhaustion is constantly 
being restored in part as well as retard- 
ed by current maintenance and it is gen- 
erally recognized that in defining depre- 
ciation there must be an exclusion from 
the costs or losses from exhaustion in 
respect of costs chargeable to mainte- 
nance.’”* 

If I correctly understand these state- 
ments they mean that the passage of 
time, the aging if you will, of a struc- 
ture, is what depreciation takes into ac- 
count. To take a simple example, let us 
suppose that a man constructs a new in- 


1Lindheimer v. Illinois Bell Telephone Co., 292 
U.S. 151, 167, 54 S. Ct. 658, 664. 


2Accounting Research Bulletin No. 16, American 
Institute of Accountants. 


come producing building at a cost of 
$100,000. He assigns it a useful life of 
50 years. (The fact that the Internal 
Revenue Service would probably require 
a depreciation charge based on a 50 
year life is beside the point.) He there- 
fore sets up a depreciation reserve of 

% or $2,000 a year. Let us further sup- 
pose that he does this by taking $2,000 
out of the annual income and investing 
it. At the end of the 50 years the orig- 
inal $100,000 would have been com- 
pletely restored and the building would 
be fully depreciated. 


It will be noted that this procedure 
takes no account of fluctuating market 
values. The building will doubtless not 
be worth zero after 50 years. It might 
be worth less or a great deal more than 
the original $100,000. But the purpose 
of setting up the depreciation reserve 
would have been fulfilled, namely, to re- 
ceive back during the period what was 
expended at the beginning. 

This procedure also does not take in- 
to account in any way the fact that it 
may be necessary not only to use part 
of the rents for ordinary maintenance 
and repairs but also that funds will have 
to be found somewhere for the type of 
extraordinary repairs suggested by Mr. 
Alberts, such as replacing elevators, in- 
stalling air-conditioning and the like. 
Such of these charges as represent re- 
pairs and maintenance, whether expend- 
ed currently or at less frequent intervals, 
are additional charges to income over 
and above any amount of depreciation. 
Those which constitute improvements 
represent additional investments in real 
estate which are depreciable over their 
useful life. 

In applying these principles to the 
case of a trustee holding real estate, 
there is a close analogy to the procedure 
for the amortization of bond premiums. 
The trustee must amortize to the matur- 
ity (or call date) of the bond. If he sells 
the bond for more than the amortized 
cost, the income account does not get a 
“refund” from principal. The latter ac- 
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count retains all amounts transferred to 
it from income while the bond was held. 
Conversely, if the bond is sold for less 
than the amortized cost, income is not 
charged with the difference. The loss is 
borne by principal. 

The above I believe is sound account- 
ing theory but it leaves for considera- 
tion what in these various respects 
should be required of a trustee. Section 
12 of the Uniform Principal and Income 
Act deals with the expenses of trust es- 
tates. After providing in subdivision (1) 
that ordinary expenses, including “regu- 
larly recurring taxes assessed against 
any portion of the principal, water rates, 
premiums on insurance taken upon the 
estates of both tenant and remainder- 
man, interest on mortgages on the prin- 
cipal, ordinary repairs, ... .” etc., are 
chargeable to income, the act states in 
subdivision (2) what expenses are to be 
charged to principal. These include 
“costs of, or assessments for, improve- 
ments to property forming part of the 
principal.” 

Up to this point it looks as if so-called 
improvements are chargeable to princi- 
pal but subdivision (4) makes it clear 
that they are only payable out of princi- 
pal in the first instance. This subdivision 
states that “Where the costs of, or spe- 
cial taxes or assessments for, an im- 
provement representing an addition of 
value to property held by the trustee as 
part of principal are paid out of princi- 
pal . . . the trustee shall reserve out of 
income and add to principal each year 
a sum equal to the cost of the improve- 
ment divided by the number of years of 
the reasonably expected duration of the 
improvement.” : 

In the case of both extraordinary re- 
pairs and improvements the trustee still 
must find a way to finance them. They 
cannot be reserved for in advance. In- 
come is charged after the expense has 
been incurred. This I believe is the gen- 
eral law in most states, whether or not 
they have adopted the Uniform Act. 
However, subdivision (4) seems to re- 
quire a depreciation reserve as to the 
value of improvements even though one 
is not required as to the original invest- 
ment. 

This brings us to the question of 
whether a depreciation reserve should be 
set up as a pure matter of theory. Mr. 
Hackler is inclined to think so. He 
writes: 


“The fact is that a building like a 
machine cannot be repaired in such a 
manner and to such an extent that its 
useful economic life does not have a 
measurable time limit. Such factors as 
obsolescence and structural deteriora- 
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tion cannot be fully offset by mainte- 
nance. This fact has seemed to me to 
limit the usefulness of improved real 
property as a trust investment, since 
in making or retaining such an invest- 
ment the trustee knows that, barring 
a cyclical, inflationary or speculative 
increase in real estate prices, the 
value of the property over a period of 
years can only decrease and that at 
some point the useful life of the build- 
ing will terminate and it must be re- 
placed.” 


As stated earlier, there are very few 
cases bearing on this subject. In fact the 
only case that I know of requiring that 
the trustee set up a depreciation reserve 
is Matter of Kaplan.* This case, decided 
in 1949 by the Surrogate of Kings Coun- 
ty, New York, (Brooklyn) involved the 
estate of a real estate operator. He had 
managed his various parcels before his 
death through corporations, in all of 
which he had set up reserves for depre- 
ciation. The trustees dissolved the cor- 
porations and continued to hold the par- 
cels outright. They asked the court for 
instructions as to continuing the re- 
serves. It seems clear that the decision 
might have been correctly based on the 
fact that the testator’s practice amounted 
to at least an implied direction to con- 
tinue the policy but the court specifically 


5195 Misc. 132, 88 N.Y. Supp. 2d 851. 


stated that it was not deciding the case 
on this ground but on the broader basis 
that the law required a depreciation re- 
serve to be set up by any trustee unless 
he was directed to the contrary. In reach- 
ing this conclusion the court cited a 
number of cases none of which involved 
the depreciation of real estate and most 
of which dealt with problems of mainte- 
nance and repairs. In fact the court was 
so confused that the opinion abounds 
with the juxtaposition of such terms as 
“repairs and depreciation.” 

The following year the Surrogate of 
New York County decided Matter of 
Davies,* which had been made a kind of 
test case by a number of the New York 
City banks. Here there was perhaps not 
quite the same indication of desire on 
the part of the testator that depreciation 
reserves be set up. The court reviewed a 
large number of cases, not only in New 
York but in other jurisdictions, and con- 
cluded that with the exception of Kaplan 
there was none where the court had re- 
quired a depreciation reserve. The Sur- 
rogate concluded that not only was there 
no authority requiring a trustee to set 
up such a reserve but that it would be 
highly inequitable to pronounce such a 





4197 Misc. 827, 96 N.Y. Supp. 2d 191; aff’d without 
opinion 277 A.D. 1021; 100 N.Y. Supp. 2d 710. 
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requirement. whatever the technical or 
philosophic desirability, and thus to 
place a burden on the beneficiaries of 
trusts which neither they nor their tes- 
tators had ever contemplated. The de- 
cision, therefore, was that trustees are 
not required to provide depreciation re- 
serves unless specifically directed to do 
so in the instrument. 

This decision, which was affirmed on 
appeal, seems sound. In the first place, 
no testator who leaves the family home 
to his widow or children would want it 
to be subject to depreciation. Since the 
home would be non-income producing, 
this would presumably require the trus- 
tee to use a part of the other income of 
the trust to create such a reserve. In 
many other cases the amount involved 
would be trivial or the property was not 
intended to be held as a permanent in- 
vestment. In most cases it would be con- 
tary to the testator’s desire. Mr. Hackler 
agrees with these practical objections. It 
would seem. therefore, far better to con- 
tinue as in the past and not to require 
by statute that trustees must set up de- 
preciation reserves. After all, it will al- 
ways be quite easy for a testator to in- 
sert this requirement in his will if he so 
desires. It is preferable to leave the bur- 
den of directing the establishment of 
such a reserve on the few testators who 
may insist on it rather than to make it 
necessary for the many who do not 
exclude the requirement affirmatively in 
their wills. 

Perhaps these past three columns, all 
on the same subject, may have appeared 
over drawn out to some, but the excuse 
is that the matter of principal and in- 





Students at 


the first Trust Training School sponsored by the Florida Bankers Association 





June 12-18 at the University of Florida, Gainesville. In the front row are conference 
co-directors John H. Wells, vice president and trust officer, Commercial Bank & Trust Co., 
Ocala, and F. T. Tinsley, Jr., vice president and trust officer, Florida National Bank, 
Orlando. Of the 46 students, five were from out of state. The School drew enthusiastic 
comment from the students and is expected to help fill a very acute need in the training 
of trust personnel for the trust departments of Florida. Modeled after the Pennsylvania 


School, the program covers a three-year cycle (T&E Apr. 1960 p. 380) 


with the next 


session to be held in Gainesville June 11-16, 1961. 





come is fundamental to all trustees and 
beneficiaries and the occasion of a re- 
view of the Uniform Act by the Com- 
missioners affords an excellent oppor- 
tunity for some thinking on a number 
of the more complex aspects in this field. 
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e George M. Irving, vice president and 
general trust officer, Bank of the South- 
west, Houston, has been elected chair- 
man of the board of the Houston Heart 
Association, a United Fund agency. 
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Retention of Trust Department 
Records 


Most trust departments destroy none 
of their trust records, according to a 
survey made by A. L. Hudson, vice 
president and trust officer, First Na- 
tional Bank, Fort Worth. Those banks 
that have been forced to give serious 
consideration to the problem of record 
retention have adopted retention and de- 
struction schedules. This usually in- 
volved making a decision about each 
type of record as to the period of reten- 
tion and whether or not it is to be mi- 
crofilmed. 

Mr. Hudson, in his article in the June 
Trust Bulletin, quotes several typical ap- 
proaches to this problem, including the 
philosophy, experience, and court ac- 
counting practice that lies behind each 
of the solutions offered. 
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e Distribution of more than $50,000 in 
gifts from the Thomas H. White chari- 
table trust have been announced by 
Cleveland Trust Co., trustee of the fund. 
This year’s total is the largest single 
year’s distribution, except for the first 
year. Gifts from the trust to date total 
over $450,000. 

Mr. White was a Cleveland indus- 
trialist. His trust expressed a desire 
that the income be expended in ways 
“that will best make for the moral and 
physical improvement of the inhabitants 
of the City of Cleveland.” 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


ARIZONA 


TUCSON—Robert D. McWard appointed asst. trust officer 
of BANK OF DOUGLAS where he will supervise trust depart- 
ment activities for the Tucson area, replacing Robert S. 
Elliott who resigned to enter private law practice. McWard 
joined the bank after ten years of law practice in Illinois, 
and is a graduate of Lincoln College of Law in Springfield. 


PRESCOTT—At First NATIONAL BANK OF ARIZONA Henry 
Kempel Wilhelmsen named trust representative. Wilhelmsen 
received his B.S. degree in business administration from U. 
of Kansas in 1953 and his law degree in 1957. 


CALIFORNIA 


BEVERLY HILLS—BANK oF AMERICA promoted Joseph 
Schmedding to vice president and district trust supervisor 
at the Beverly Hills main office. A graduate of Marshall 
College and the Pacific Coast Banking School, Schmedding 
comes from the Bank’s San Diego main office. 


LOS ANGELES—George C. Briggs, Jr., appointed director 
of advertising and publicity for CALIFORNIA BANK succeeding 
Robert V. Daly, resigned. Prior to joining the Bank in Jan- 
uary, Briggs was athletic director at U. of Washington. He 
is a graduate of U. of California with a degree in engineer- 
ing. 

LOS ANGELES—John C. Cavanagh elevated to trust officer 
at UNION BANK. 


OAKLAND, SAN FRANCISCO & SANTA BARBARA — 
At CROCKER-ANGLO NATIONAL BANK’S main office in San 
Francisco Robert V. Walsh and R. R. Zellick were ap- 
pointed vice presidents and senior trust officers to share 
management of the trust department on retirement July 
31 of Laurence Tharp, vice president, who since 1939 has 
headed Crocker-Anglo’s extensive trust operation with offices 
in San Francisco, Oakland, Sacramento, Santa Barbara and 
Monterey. Prior to joining the trust department in 1927 
Tharp practiced law. Walsh, who began his banking career 
in 1917 with Crocker, will supervise account administration 
and business development; is a past president of the Asso- 
ciated Trust Companies of Central California and past 
chairman of the trust division of California Bankers Asso- 
ciation, Zellick, who joined in 1920, will supervise trust 
operations; is a member of the executive council of the trust 
division of California Bankers Association and a past presi- 
dent of the Associated Trust Companies of Central Cali- 
fornia. 

Also at San Francisco, Jerome G. DeFilippo and Charles 
Maurer named trust officers, the former to manage the trust 
tax division and the latter to head the employee benefits 
trust division. DeFilippo joined the bank in 1945 after eight 
years as an accountant; Maurer in 1929. Edward D. Bod- 
man and George G. Roemer appointed trust investment 
officers in the investment analysis division at San Francisco. 
A graduate of Harvard, Bodman did graduate work at 
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Columbia U. School of Business Administration and had eight 
years of investment counseling experence in New York City 
before joining Crocker in 1958. Roemer is a graduate of U. 
of California and joined the investment analysis division in 
1951. Named asst. trust officers at the same office were 
Gerhard H. Hauschildt, R. Gerald Moeckli, Frank L. Mc- 
Carthy and Reno V. Paolini. Hauschildt will serve as man- 
agter of the corporate trust division; Moeckli as asst. 
manager of real estate; Paolini as asst. manager of the tax 
division. 

In the Oakland office Clair O. Harding advanced to 
trust officer; he is a graduate of U. of South Dakota and 
its Law School. 

At the Santa Barbara main office Kenneth W. Riley named 

asst. trust officer. Riley attended Dartmouth and North- 
western U. and had six years of banking experience in 
Illinois before joining County National Bank & Trust Co. 
predecessor to Crocker-Anglo in Santa Barbara, in January 
1959. 
SAN FRANCISCO—B. J. Badaracco advanced to asst. trust 
officer and assistant secretary in the trust department of 
WELLS Farco BANK AMERICAN TRUST Co.; and Harry G. 
Clarke to asst. trust officer. 


COLORADO 
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DENVER—First NATIONAL BANK promoted Richard P. 
Brown to senior vice president and executive trust officer to 





Wo. R. ALEXANDER 


RICHARD P. BROWN i ELMER W. JOHNSON 


fill the vacancy as head of the trust department caused by the 
death of Judge C. Edgar Ketting on June 1. He was also 
elected a director of the bank and named a member of the 
executive committee. Elmer W. Johnson promoted to senior 
vice president and trust officer; William R. Alexander to vice 
president and trust officer. 

Brown joined International Trust Co. (now consolidated 
with First National) in 1940, and is a graduate of Colorado 
U. and U. of Denver Law School. Johnson, with the Trust 
Company nearly 39 years, attended Denver U. and West- 
minster Law School. Alexander, who started with the Trust 
Company in 1953, obtained his LL.B. degree from U. of 
Colorado. 
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San Francisco 
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DAVID DAGGETT 
New Haven 


JAMEs S. DEvITT 


BENJAMIN C. KORSCHOT 
Fort Lauderdale 


Chicago 


CONNECTICUT 


NEW HAVEN—David Daggett advanced to trust officer of 
SECOND NATIONAL BANK, while George A. Jensen became 
asst. trust officer. A graduate of Yale, Daggett joined the 
bank in 1953 coming from Southern New England Telephone 
Co., and has been in trust administration since then. Jensen 
is also a Yale graduate. 


WATERBURY—Robert A. Robinson named trust officer at 
COLONIAL BANK & Trust Co. Robinson holds both B.A. and 
M.A. degrees from Brown U. where he was Phi Beta Kappa. 


FLORIDA 


FORT LAUDERDALE—Browarp NATIONAL BANK promoted 
James S. Devitt to trust officer, Devitt was formerly asso- 
ciated with Valley National Bank in Phoenix, Arizona. 


ILLINOIS 


CHICAGO—Walter E. Toon retired as trust officer of City 
NATIONAL BANK & Trust Co. 





kkkkk 
CHICAGO—William O. Heath, vice 
president in charge of the trust de- 
partment of Harris Trust & SAVINGS 
BANK, advanced to senior vice presi- 
dent. Philip O. Gentry, Chalkley J. 
Hambleton and Henry M. Tibbits 
named trust department vice presi- 
dents; Arthur T. Wellman, trust asst. 
vice president; and new assistant sec- 
retaries (trust) William A. Crane, Jos- 
eph T. Keckeisen, Jr., Glen Lightholder, 


James E. Mandler, Harold O. Palm, Herbert Ullmann and 
Winslow M. Wright, Jr. 








W. O. HEATH 





CHICAGO—NorTHERN TruUsT Co. promoted Benjamin C. 
Korschot and Carl T. Lambert to vice presidents; Richard 
A. Day, William J. Fanning and Edward L. Hruda to second 
vice presidents; Edward B. Cohen, Willard L. Wheeler, Jr. 
and Paul T. Williams to assistant secretaries, all trust. 


INDIANA 


FORT WAYNE—John M. DiGann advanced to asst. vice 


president and trust officer of PEOPLES Trust & SAVINGS 
BANK. 


INDIANAPOLIS—Jack Schenck appointed asst. trust officer 
of MERCHANTS NATIONAL BANK & TrusT Co. 
RICHMOND—James C. Wade, Jr. elected asst. trust officer 


at SECOND NATIONAL BANK. Wade is a graduate of Indiana 
U. and the School of Law. 


MASSACHUSETTS 


BOSTON—NATIONAL SHAWMUT BANK elected asst. trust 
officers Robert F. Perkins and David A. Thomas. 
MALDEN—John L. Black named asst. trust officer at 
MALDEN TrRusT Co. A graduate of Boston College in 1936, 
Black spent some time in the insurance field prior to joining 
the bank in 1956. 
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JOHN M. GROTHEER 
New York 


CARL T. LAMBRECHT 
Chicago 


PAUL R. KARL 
Cleveland 


MISSOURI 


FULTON—John C. Harris, chairman and president of 
CALLAWAY BANK, given the additional title of trust officer. 


MARSHALL—Cary Huston elected president of Woop & 
Huston BANK succeeding his brother, the late J. P. Huston. 
He was formerly chairman and trust officer. 


ST. LOUIS—Security-MuTUAL BANK & TRuST Co. appointed 
Glennon Reitz a trust officer in the income tax division; 
William Crossman and asst. trust officer in the investment 
department, both trust. 


MONTANA 


HELENA—Herman P. Mayer and Gordon A. Samuelson 
elected asst. trust officers of UNION BANK & TRusT Co. 
Mayer heads the tax accounting section of the trust depart- 
ment and Samuelson specialized in trust administration and 
pension and profit sharing plans. Mayer was supervisor of 
the Inheritance Tax Department for five years before joining 
the Bank in 1955; Samuelson is a graduate of Montana State 
U. and of the Trust Division of the Pacific Coast Banking 
School, U. of Washington. 


MICHIGAN 


DETROIT—Daniel E. Kuhnlein promoted to trust officer 
at City BANK heading the veterans trust section. 


NEBRASKA 


LINCOLN—Justin Tallman joined First CONTINENTAL NaA- 
TIONAL BANK & TRUST Co. as trust officer. Tallman served 
with the legal department of Central Electric & Gas Co. in 
Lincoln until 1957, when he joined a law firm. 


NEW JERSEY 
BURLINGTON—John W. Rheiner, Jr. joined MECHANICS 
NATIONAL BANK as asst. vice president and trust officer. 
Rheiner has been previously an assistant national bank ex- 
aminer for nine years. 




















New quarters for Trust Department of The First National Bank 
of Lewistown, Pa., include a large reception area, two spacial 
private offices, and a bookkeeping room. 
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NEW YORK 


NEW YORK—BANKERS TRUST Co. elected Joseph Abramski 
an assistant secretary in the trust operations division. 


NEW YORK—CHASE MANHATTAN BANK appointed John M. 
Grotheer as vice president in the trust department in charge 
of estate planning division. A graduate of New York U. 
(B.S.) and Fordham (LL.B.), Grotheer practiced law from 
1934 to 1942 and joined the trust department of Bank of 
Manhattan Co. in 1946. He is a member of the trust develop- 
ment committee of the trust division of New York State 
Bankers Association. 


NEW YORK—William G. Fullard promoted to vice president 
in the custody department of the fiduciary division of CHEM- 
ICAL BANK NEW YorK Trust Co. Fullard is a graduate of 
Lehigh U. 1925, and started in 1926 with New York Trust 
Co. 


SYRACUSE—First Trust & Deposit Co. named Howard H. 
Franklin assistant secretary in the trust department; and 
William C. Francher asst. trust officer. 


NORTH CAROLINA 


GOLDSBORO & RALEIGH—Bonva C. Allen, Jr., joined 
the Raleigh office of NoRTH CAROLINA NATIONAL BANK as 
trust officer, having recently held that title at the Golds- 
boro unit of BRANCH BANKING & TRusT Co. 


OHIO 


CINCINNATI—CENTRAL Trust Co. named R. Gordon Har- 
rison an assistant secretary in the administrative section of 
the trust department. 


CINCINNATI—Douglas W. Poulter appointed asst. trust 
officer at FIFTH THIRD UNION TRusT Co., the latest step in a 
career that began as a co-op student in 1951. A graduate of 
U. of Cincinnati with a B.S. degree, Poulter is presently 
working on his law degree at Salmon P. Chase Law School. 
He worked at the bank continuously during his college years, 
first as a messenger and then as clerk in the audit depart- 
ment. In 1955 he joined the trust department’s new business 
section. Then he was sent to Germany for two years as a 
second lieutenant in the Army, but returned to the bank. 


CLEVELAND—J. U. Obert promoted to assistant manager 
of the estates securities division of CLEVELAND TRUST Co. 
An alumnus of Baldwin Wallace College, Obert joined the 
bank in 1955. ‘ 


CLEVELAND—At NATIONAL CiTy BANK Paul R. Karl 
moved up from trust officer to asst. vice president. An 
alumnus of U. of Michigan, Karl recently completed ad- 
vanced study in trust work at Stonier Graduate School of 
Banking, Rutgers U. Promoted to trust operations officers 
were: Joseph A. Hirka, Edward F. Kloss, Joseph R. O’Neill 
and Eugene B. Skeebo. 


COLUMBUS—Raymond A. Bichimer elected asst. trust offi- 
cer of OHIO NATIONAL BANK. 


PENNSYLVANIA 


PITTSBURGH—Arch S. Jeffery ap- 
pointed a vice president in the trust 
department of MELLON NATIONAL BANK 
& Trust Co.; Lu Van Leer Brown, Jr., 
asst. vice president (trust) and Wil- 
liam L. Fouse an assistant secretary 
(trust). Jeffery, a graduate of U. of 
Pittsburgh School of Business Ad- 
ministration, joined the Bank in 1946 
at the time of merger with Union Trust 
Co. Brown is a graduate of Stetson U. 
Law School and began in the mortgage and real estate de- 
partments of Union Trust in 1936. Fouse joined Mellon 
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ARTHUR SALTZSTEIN 
Milwaukee 


VERNON A. FORRESTER ARTHUR B. SCHARLACH 
Fort Worth Fort Worth 


Bank as a trainee, is a graduate of U. of Kentucky and 
received his Master’s degree from the University’s Graduate 
School in 1952. 


YORK—York County NATIONAL BANK promoted Edward C. 
Keen to trust officer. 


SOUTH CAROLINA 


COLUMBIA—E. Fort Worfe joined First NATIONAL BANK 
as asst. trust officer. 


TEXAS 


FORT WORTH—Fort WortH NATIONAL BANK elected Ver- 
non A. Forrester and Arthur B. Scharlach as trust officers. 
Forrester, in charge of the tax division, attended Texas A 
& M and has served as president of the Texas Philatelic Asso- 
ciation. Scharlach will handle the farm and ranch properties 
for the trust department; and holds a B.S. in Agriculture 
from Texas A & M. In 1952 he was selected as the outstand- 
ing Soil Conservation District Supervisor in 52 West Texas 
counties. Scharlach was executive secretary of the Veterans’ 
Land Board in Austin until his resignation in June. 

Jerry D. Minton, associated with the trust development 
program, and Bruce Petty, an administrator of trust ac- 
counts, were named asst. trust officers. 


VERMONT 


BRATTLEBORO—John L. Daly has joined VERMONT BANK 
& Trust Co. as trust officer. 


VIRGINIA 


RICHMOND—Douglas G. Chapman, Jr. elected asst. trust 
officer and assistant secretary of STATE-PLANTERS BANK OF 
COMMERCE & TRUSTS. Chapman came to the trust department 
of the bank in 1955, leaving for a few years to enter the 
insurance business, and then returning in 1959. He re- 
ceived a B.S. from Hampden-Sydney. 


WASHINGTON 


CHEHALIS—Raymond I. West advanced to asst. vice presi- 
dent and trust officer at NATIONAL BANK OF WASHINGTON. 


TACOMA-—Ray E. Johnson, graduate of Whitworth College, 
named asst. trust officer of BANK OF CALIFORNIA N.A. 


WEST VIRGINIA 


MONTGOMERY—W. W. Jennings, Jr. promoted to vice 
president and trust offiser of MONTGOMERY NATIONAL BANK. 


WISCONSIN 


MILWAUKEE—Arthur Saltzstein joined MARINE NATIONAL 
EXCHANGE BANK as vice president and trust officer. Saltz- 
stein holds a bachelor’s degree from Yale U. and a law 
degree from Marquette U. He held the position of assistant 
city attorney and legislative counsel of the City of Milwaukee 
for eight years and, since leaving his position as administra- 
tive secretary to the Mayor has been associated with a firm 
of municipal planning consultants. 
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MERGERS, NEW TRUST POWERS 
& CHANGE OF NAME 


Anchorage, Alaska — Under a recent 
consolidation six banks merged into and 
under the name of NATIONAL BANK OF 
ALASKA. They are: National Bank of 
Alaska, Anchorage, Bank of Homer, 
Bank of Kodiak, Miners & Merchants 
Bank of Ketchikan, First Bank of Sitka 
and the Bank of Wrangell. Trust opera- 
tions will now be included in_ the 
branches as well as at the main office, 
with Roger G. Laube continuing as as- 
sistant vice president and trust officer 
and manager. 


DeWitt, Ark. — Trust powers have 
been granted to the First NATIONAL 
BANK. 

Belvidere, Ill. — SECOND NATIONAL 


BANK has changed its name to FIRST 
NATIONAL BANK. 


Grant, Neb. — Trust powers have been 
granted to FARMERS NATIONAL BANK. 

Franklin Square, N. Y. — Share- 
holders of FRANKLIN NATIONAL BANK OF 
LoNnG ISLAND voted to change the bank’s 
main office from Franklin Square _ to 
Mineola. 

Rye & White Plains, N. Y. — RYE 
NATIONAL BANK consolidated with Na- 
TIONAL BANK OF WESTCHESTER, White 
Plains, under the latter’s name. Formal 
approval has been given by the Comp- 
troller of the Currency. 





CLOSE CORPORATION 
VALUATIONS 
e realistic 
e fair 
e impartial 


Taxing authorities, executors, 
attorneys and others interested 
in the equitable appraisals of 
privately owned businesses and 
close corporations have en- 
dorsed Studley, Shupert Valu- 
ations Reports for their realism, 
fairness and impartiality: for 
their complete acceptability to 
all parties. 

Nearly 30 years of experience 
includes appraisals for conser- 
vator,corporate sale and merger 
purposes, and for determining 
inheritance and estate taxes 
and intra-estate settlements. 

Inquiries to the Valuations 
Department are invited. 


STUDLEY, SHUPERT 


& COMPANY, INC. 


1617 Pennsylvania Bivd., Phila. 3 
24 Federal St., Boston 10 
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Middletown, Ohio — BARNITZ BANK 
is the new name of the former OGLESBY- 
BARNITZ BANK & TRUST Co. 


Ardmore, Okla. — New trust powers 
have been granted to EXCHANGE NATION- 
AL BANK. 


Philadelphia, Pa. — BROAD STREET 
Trust Co. has moved its central banking 
offices from Broad and Stiles to Broad 
and Thompson Streets. 


Wellsboro, Pa. — First NATIONAL 
BANK OF WELLSBORO received trust 
powers and president E. S. Lewis elected 
also a trust officer. B. J. Reese, vice 
president and cashier is asst. trust offi- 
cer; and W. K. Francis is asst. cashier 
and asst. trust officer. 


Snyder, Tex. — Trust powers have 
been granted to SNYDER NATIONAL BANK 
and the new trust department is under 
the direction of J. C. Wooldridge, execu- 
tive vice president and a director. Wool- 
dridge served 12 years as a national 
bank examiner before joining the Bank. 


Salt Lake City, Utah. — Tracy-CoL- 
LINS TRUST Co. changed its title to 
TRACY-COLLINS BANK & TRUST Co. 


Rutland, Vt. — RUTLAND CounTY Na- 
TIONAL BANK was converted into a state 


bank under the title RUTLAND CoUNTY 
BANK. 








EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number Shown, care of “Trusts 
and Estates,” for forwarding. 


Attorney, age 31, four years trust de- 
partment experience in large bank, de- 
sires position in medium size growing 
trust department. Would like some estate 
planning work. 68-6 


Assistant Trust Officer, age 29, LL.B., 
4% years experience and ability in Per- 
sonal Trust and Estate Administration 
and in other aspects of trust work. Posi- 
tion as Personal Trust and Estate Ad- 
ministrator desired. Will relocate. 68-7 


Trustman, 36, B.S. Banking & Finance 
with 11 years experience in trust and 
estate administration in large New York 
City bank. Desires position in medium 
size trust department in New England 
area. 68-3 


Attorney, mature, admitted Ohio and 
Kentucky bars. Nineteen years experi- 
ence as Federal Estate and Gift Tax 
Examiner in five States. Presently tax 
attorney and consultant. Seeking position 
for personal reasons. Will relocate, pre- 
fer midwest. 68-4 


Attorney, New York Bar, 32, Trust, 
Estate Administrator, wants opportunity 
for greater responsibility in trusts, es- 





Warren 
I.B.M., discusses new equipment recently 
ordered by Mellon National Bank & Trust 


C. Hume (1.), 


vice president of 


Co., Pittsburgh, with John A. Mayer, (cen- 
ter) Mellon’s president, and Arthur Rollins, 
I.B.M. sales representative. Mellon Bank 
was the first to install an I.B.M. 650 com- 
puter and three of these are currently 
handling record keeping and accounting for 
a number of services including personal 
trust. The new 7070 computer and support- 
ing equipment is expected to handle these 
functions and also automate record keeping 
and accounting for all remaining functions 
including check processing and demand de- 
posit accounting. 





tates, taxes and investments now — 
estate planning later. New York area 
only. 68-5 








TRUSTMAN AVAILABLE 


Officer of large Trust Company with many 
years experience in Personal Trust Admin- 
istration, Estate Planning and Business 
Development, desires position in Southern 
California area. Attorney, married, good 
health, age 50. Resume upon request. 


Box S-68-2, Trusts and Estates 
50 East 42nd St., New York 17 











TRUST NEW BUSINESS MAN 


Large Southeastern Bank needs Trust New 
Business Man. Comprehensive fringe pro- 
gram and excellent opportunity for ad- 
vancement. Previous experience desirable 
but not necessary. Resume, including 
career and salary objectives, will be held 
in confidence. 


Box H-68-1, Trusts and Estates 
50 East 42nd St., New York 17 














TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration; Trust In- 
vestments; Corporate Trust; Estate Plan- 
ning, ete.) or are seeking personnel in 
these areas, our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
cants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary & geographical area desired to Mr. 
Howard, to arrange for a mutually conve- 


nient appointment, or call BArclay 7-9000. 
oO i 709Re APPROACH 
TO PROFESSIONAL SERVICE’ 


HOWAR' ») 


PERSONNEL, INC 
50 CHURCH STREET - LOBBY 
NEW YORK 7, N. Y. 
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RITING IN THIS COLUMN EXACTLY 
AY two years ago we complained that 
the S.E.C. used the “book values” of 
the assets of corporate pension funds 
in calculating their investment yields. 
In fact we went so far as to say that 
such calculations were only “an interest- 
ing computational exercise.” 

In the latest study of corporate pen- 
sion funds by the S.E.C. *the “rates of 
return on investments” for each of the 
years 1956 through 1959 were based on 
“market values.” But instead of being 
satisfied with this change we find the 
new rates even more misleading than 
the old. 

The S.E.C. Release explains how the 
yields were calculated: “The rate of 
return was derived as income from divi- 
dends, interest and rent divided by the 
average of total market value of assets 
at the beginning and end of year, less 
one-half investment income.” In order 
to check these computations we extract- 
ed the figures in the table below from 
Tables 3 and 5 of the Release with the 
sole exception of the amounts of Gain 
or Loss in market values which are bal- 
ancing items to make the totals “above 
the line” agree with those below it. 

Using the amounts of “Investment 
income” shown in the accompanying 
table in the S.E.C.’s formula — which 
is standard — we obtain the following 
yields: 


*Statistical Series, Release No. 1680, reviewed in 
the June issue of this magazine, p. 547. 


PENSION and PROFIT SHARING DIGEST ... 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 





1956 


3.39% 


1957 
3.68% 


1958 
3.67 % 


1959 
3.60 % 
These (with a single unit, “last place” 
errory) are the rates of return pub- 
lished in the Release. Comparison with 
the yields of U. S. Life Insurance com- 
panies (calculated after deducting their 
investment expenses), namely, 


1956 
3.63 % 


1957 
3.75% 


1958 
3.85 % 


1959 
3.95 % 


(as published by the Institute of Life 
Insurance), shows that the life com- 
panies were ahead of pension funds for 
each year. Whereas some people would 
say that this is what they would have 
expected, we believe further examina- 
tion is required. 

A glance back at the table from which 
the pension fund yields were calculated 
shows an obvious mistake. Net profits 
on sales of assets are as much an item 
of investment income as are dividends 
and rents. They should certainly be in- 
cluded as part of the return on invest- 
ments. The new results are: 


1956 
3.70% 


1957 
3.75% 


1958 
3.98% 


1959 
4.09% 
None of these is less than the corre- 
sponding figure for the life insurance 
industry which by the way also includes 
net profits on sales of assets. 

We might be tempted to conclude at 


+The yield in 1957 to four decimal places is 
3.6849%. If a ‘“‘junior” at the S.E.C. had recorded 
this to three places as 3.685% the author of the re- 
lease could easily have entered it as 3.69%, the pub- 
lished figure. 





CORPORATE PENSION FUND REVENUE ACCOUNTS 


(All figures in $ millions) 


1956 1957 1958 1959 
Market value of assets at begin- 

ning of year 15,895 17,565 19,857 24,582 
Employer contributions - 2,053 2.303 2,275 2,629 
Employee contributions 267 316 331 354 
Miscellaneous income 19 15 33 25 
Investment income - 5 558 677 800 934 
Net profits on asset sales - 49 11 67 124 
Gain (G) or Loss (L) in market 

values . : ine eae 719(L) 390(L) 1,956(G) 435 (G) 
Benefits paid - eed _. 644 628 706 858 
Expenses _ Fa a hg tae 13 12 31 28 
Market value of assets at year end 17,565 19,857 24,582 28,197 
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PENSION FUND YIELDS ON MARKET VALUES 


this point that corporate pension funds 
were doing rather — but not all that 
much — better than life insurance com- 
panies with regard to investment return 
and leave it at that. This would, in 
our opinion, be a grave mistake. 

Any critic of equity investment port- 
folios could rightly point to 1956 as an 
extremely bad year for pension funds. 
Although their investment income and 
profits-on-sale amounted to $607 mil- 
lions they suffered a loss of $719 mil- 
lions in asset values and thus really 
ended up the year in the red. On the 
other hand 1958 saw a fantastic gain 
in market values which more than re- 
placed the losses of the two previous 
years. In other words should we not 
add the net movement in asset values 
to the income derived from _ invest- 
ments? In theory the whole of this ap- 
preciation could be turned into cash at 
the year end and a “fresh start” made 
in the next year. 

The viewpoint is buttressed by con- 
sidering that a doubling of all equity 
market values overnight would result 
in a substantially lowered calculated 
yield on one’s fund even though, in 
comparison with a fund consisting 
wholly of bonds, one had achieved a 
magnificent investment profit, realizable 
by prompt sale. 

Let us, therefore, recompute the 
above yields adding (algebraically) the 
gains in market values to the previous 
totals of investment income and profits- 
on-sale. The results are: 


1956 


—0.67% 


1957 


1.61% 


1958 1959 
13.57% 5.82% 
These percentages represent the real in- 
vestment return achieved by corporate 
pension funds in the quadriennium. The 
“had” years 1956 and 1957 were more 
than counterbalanced by the ‘ 
years 1958 and 1959. 

Now, of course, the violent fluctua- 
tions in the foregoing yields are in- 
herent in portfolios invested heavily in 
common stocks. One of the reasons for 


‘sood” 
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Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 


They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 


Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
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THE TEST 
OF TIME 


70 years of proven fiduci- 
ary experience qualifies 
American Security ... 
Washington’s largest and 
best known trust company 
. . . aS a wise choice for 
correspondents having 
trust problems in the Na- 
tion’s Capital. 


AMERICAN SECURITY 


AND TRUST COMPANY 
Washington, D.C. 


Member Federal Deposit Insurance Corporation 





this type of investment by pension fund 
trustees is to “keep up with inflation.” 
If a pension plan provides benefits 
based on “final” salaries adjusted, dur- 
ing retirement, for increases in the cost 
of living, its investment return **must 
equal the “actuarial rate” used in the 
calculations of the company contribu- 
tions plus the average annual rate of 
increase in living costs. If the plan only 
uses “final” salaries and does not adjust 
them during the 15 years or so the 
ex-employee survives on retirement, the 
investment return can obviously be 
somewhat less than this. If a “career- 
average” salary is used a bond port- 
folio is fine but, in an inflationary era, 
the resulting pensions may be grossly 
inadequate. 

Suppose, then, that the actuary of a 
“final pay” plan, with cost-of-living ad- 
justments after retirement, has used 3% 
interest (and a reasonable “no inflation” 
salary scale) in his computations. The 
rates of increase in the Consumer Price 
Index (all items) from December to 
December were as follows: 

1956 1957 1958 1959 
2.88% 3.05% 1.73 % 1.46% 
so he must require the pension fund to 
have earned: 
1956 1957 1958 1959 
5.88% 6.05% 4.73% 4.46% 

Would he have been satisfied with 
the earnings rates achieved by the aver- 
age corporate pension fund? 

If we take the arithmetic mean of the 
line of yields just written we obtain 
5.28%. On the other hand the arithme- 
tic mean of the actual yields of pen- 
sion funds during 1956/59 is 5.08%. 
The agreement is excellent and our 
hypothetical actuary could express him- 
self satisfied for this short run of years. 

However, the mean of the insurance 
company yields is only 3.80% and is 
thus quite inadequate to maintain the 
type of plan we have in mind — unless, 
of course, the company’s contributions 
had been calculated on a 114% inter- 
est assumption (114° plus the mean 
rate of inflation equals 3.8%). Unfor- 
tunately competition with trusteed plans 
is forcing the insurance companies to 
higher and higher interest assumptions. 
If inflation continues — and who thinks 
it won’t — this means that the bill for 
adequate corporate pensions is being 
thrown forward to a later generation of 
management. While we may condone 
this feature in OASDI it is not a desir- 
able characteristic of private pension 
financing. 


**On the assets plus the ‘‘unfunded past service 
liability.” 


PENSION STATISTICS FROM 
LABOR DEPARTMENT 


N A REPORT DATED MAY 1 THE U. §, 

Department of Labor published sta. 
tistical information relating to the 127.. 
657 plans filed under the Welfare and 
Pension Plans Disclosure Act up to 
August 31. 1959. It is stated that only 
about 10,009 further plans had been 
filed by the date of publication. Since 
plan administrators were required to 
file particulars of all plans by March 31, 
1959 (or within 90 days of establish. 
ment) one must conclude that the total 
number of welfare and pension plans 
in existence which cover more than 25 
employees, is less than 150,000. 

Of this total Table No. 1 of the re- 
port shows that about 20% are pen- 
sion and profit-sharing plans, the re- 
mainder being medical, sick-pay or un- 
employment benefit plans. It is interest- 
ing to compare the Department of La- 
bor’s total of 25,000 (odd) retirement 
plans with the overall total of 54,299 
qualified pension and_ profit-sharing 
plans stated by the Internal Revenue 
Service to be in effect as of December 
31, 1959. Since the Disclosure Act fig- 
ures include unqualified plans (e.g., the 
pay-as-you-go type) it is rather sur- 
prising to have to conclude that over 
half of all pension and _ profit-sharing 
plans in this country cover employee 
groups numbering 25 or less. 

Other tables in the 16-page report 
provide data on the numbers of ad- 
ministrators using the official Form D-1, 
the year-end dates of the plans, the 
types of administrator, the types of 
benefits provided, and the industry 
classification of the employers. Two of 
the most interesting tables are 6 and 7. 
The first shows that only 7% of all 
retirement plans provide a single bene- 
fit namely, (on retirement for age or 
service). It also shows that over 80% 
of all retirement plans incorporate death 
benefits — such benefits presumably in- 
cluding returns of employee contribu- 
tions. Table 7 indicates that a little 
more than one-quarter of all retirement 
plans are contributory (by the en- 
ployee). 


A AA 


e A total of 12,506 women bank officers 
and directors in the United States is 
reported by the Research committee of 
the National Association of Bank Wo- 
men. This is an increase over the previ- 
ous estimate of 10,500. The count in- 
cludes 164 women bank presidents. Wo- 
men now constitute 10% of the officer- 
population in our banks. 
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Fiduciaries Elect 


Corporate Fiduciaries Association of Ari- 
20na : 

President: Frank L. Gibson, vice presi- 
dent, Valley National Bank, Phoenix 

Vice Pres.: Ben Storek, trust officer, 
Southern Arizona Bank & Trust Co., 
Tucson 

Sec.-Treas.: Miss Evva Shaw, assist- 
ant trust officer, Valley National Bank, 
Phoenix 


Corporate Fiduciaries Association of St. 
Louis: 


President: John C. Flotte, vice presi- 
dent and trust officer, Bremen Bank & 
Trust Co. 

1st V.P.: Gerard K. Sandweg, trust 
officer, Mercantile Trust Co. 

2nd V.P.: John L. Jay, assistant trust 
officer, Boatmen’s National Bank 

Secretary: Richard J. Dodge, trust of- 
ficer, St. Louis Union Trust Co. 

Treasurer: Vernon H. Jung, assistant 
trust officer, Boatmen’s National Bank 


Trust Committee, New Jersey Bankers 
Association: 


Chairman: George M. Plain, trust offi- 
cer, Hudson County National Bank, Jer- 
sey City 


Cincinnati Corporate Fiduciary Associa- 
tion: 

President: Ralph W. Kohlhoff, trust 
officer, First National Bank 

Vice Pres.: Charles G. Sattler, trust 
officer, Central Trust Co. 

Sec.-Treas.: John E. Goyert, Fifth- 
Third Union Trust Co. 


Corporate Fiduciaries Association of Al- 
legheny County (Pittsburgh, Pa.) : 

President: Horace J. Thomas, III, vice 
president, Beaver Trust Co., Beaver 

Vice Pres.: Elmer A. Doege, vice 
president and trust officer, Western 
Pennsylvania National Bank, McKees- 
port 

Sec. & Treas.: Henry C. Flood, Jr., 
trust officer, Pittsburgh National Bank 


Corporate Fiduciaries 
Philadelphia: 
President: H. Woodward McDowell, 
vice president, Central-Penn National 
Bank 

Vice Pres.: Robert Coltman, vice presi- 
dent, Philadelphia National Bank 
Sec.-Treas.: John W. Thorn, vice 
president, First Pennsylvania Banking 
& Trust Co. 


Association of 


Corporate 


Fiduciary Association of 
Houston: 


President: E. C. Edens, Jr., vice presi- 
dent and trust officer, Bank of the South- 
west 


Vice Pres.: Abner L. Lewis, Jr., trust 
officer, National Bank of Commerce 
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Sec.-Treas.: Leslie C. Lewis, vice 
president and trust officer, Texas Na- 
tional Bank of Houston 


Trust Division, Vermont Bankers Asso- 
ciation: 

Chairman: E. Grafton Carlisle, trust 
officer, Howard National Bank & Trust 
Co., Burlington 

V-Chairman: Mrs. Madelyn S. David- 
son, asst. vice president and clerk, Mont- 
pelier National Bank 

Sec.-Treas.: Paul C, Ballou, assistant 
trust officer, Vermont Bank & Trust Co., 
Brattleboro 


Seattle Association of Trust Men: 
President: John Cooper, trust officer, 
National Bank of Commerce 
Vice Pres.: O. W. Proctor, assistant 
trust officer, Bank of California 
Sec.-Treas.: Louis V., Carlson, trust 
officer, Seattle-First National Bank 


Trust Companies Association of Canada: 


Officers of the respective sections for 
the ensuing year are as follows: 
British Columbia 

Chairman: D. McLean, Manager, Na- 
tional Trust, Vancouver 

Secretary: B. D. Carr, Manager, York- 
shire & Canadian Trust, Vancouver 
Alberta 

Chairman: J. H. McKibben, Manager, 
National Trust, Calgary 

Secretary: M. A. North, Manager, 
Eastern Trust Company, Calgary 
Manitoba 

Chairman: W. A. Bell, Manager, Can- 
ada Trust, Winnipeg 

Secretary: T. B. D. Nash, Manager, 
National Trust, Winnipeg 
Ontario 

Chairman: E, E. Spencer, Asst. Gen. 
Manager, Eastern Trust, Toronto 

Secretary: W. R. Scott, Toronto 
Quebec 

Chairman: E. H. Heeney, Asst. Gen. 
Manager, National Trust, Montreal 

Secretary: W. T. Stewart, Montreal 


New Brunswick & Prince Edward Island 
Chairman: A. M. Jamieson, Manager, 
Eastern Trust, Saint John, N.B. 
Secretary: E. H. Ritcey, Gen. Man- 
ager, Central Trust, Moncton, N.B. 
Nova Scotia & Newfoundland 
Chairman: Douglas Mercer, Manager, 
Montreal Trust, Halifax 
Secretary: J. M. Cameron, Halifax 





IN MEMORIAM. 


Chicago, Ill. — Asa J. BABER, as- 
sistant vice president in the new 
business department of the trust 
division of CHICAGO TITLE & TRUST 
Co. and president of Chicago Life In- 
surance and Trust Council. 
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MANAGERS OF INVESTMENTS 


Acts as Executor, Trustee, Agent, 
and in other 
Personal Fiduciary Capacities. 
Profit Sharing and Pension Funds. 
Checking Accounts. 











Security Valuations 
for Tax Purposes 


When question arises as to the value of a 
security for estate or gift tax purposes, careful 
analysis of all factors pertaining to value is 
essential. 

We have had extensive experience for a 
period of over thirty years in the valuation of 
closely-held corporation stocks, of listed stocks 
in large block holdings, of controlling and 
minority interests, and of stocks with special 
restrictive provisions for clients in many fields 
of business. 

Our reports are fully documented, with 
conclusions supported factually and analyti- 
cally. Authoritative testimony is available on 
studies made. 


Write E. R. Lamp, Dept. T 


STANDARD RESEARCH 
CONSULTANTS 


Incorporated 
345 Hudson St., New York 14, N. Y. 
(Subs., Standard & Poor's Corp.) 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“Define trust, please” asks an ad of 
Fourth National Bank & Trust Co., 
Wichita. The request is from the woman 
pictured in the ad. Her husband inquires 
about investment counselling and other 
matters. The ad, published in the Kansas 
Banker, notes that “you can offer them 
the Fourth’s correspondent trust serv- 
ices. Reserve this Georgian Colonial 
Trust Conference Room for a review and 
definition of trust... .” 

“Before you take your vacation” — 
and the bags and golf clubs are all 
packed in the ad from First National 
Bank, Winston-Salem — you are advised 
to “check this list of important things to 
do.” Second on the list is “check your 
will.” 

“Life insurance provides Instant 
Money” according to an ad from Rhode 
Island Hospital Trust Co., Providence. 
Illustrated with what normally would be 
a jar of coffee but which instead con- 
tains money, the text stresses four ad- 
vantages of life insurance — an instant 
estate, cash values without current in- 
come tax liabilities, avoidance of forced 
sales of estate assets and prompt pur- 
chase of a co-owners business interest. 
A box item answers the question “What 
makes a qualified life underwriter?” in 
this manner: “It is understanding of the 
principles and techniques of life insur- 
ance. It is recognition that the needs of 
the insured and the insured’s family 
have first claim on his skills.” 

“Trouble in Paradise” — with 10 il- 
lustrations — describes how Inflation 
came to Paradise and what had to be 
done to overcome it. In this parable 
Hartford National Bank & Trust Co. of- 
fers four practical steps for citizens. 

“How to protect your family’s future” 
was the subject of a full page ad in color 
placed by Fulton National Bank, Atlan- 
ta, in the “Atlanta Journal and Consti'u- 
tion Magazine.” The ad, which proved 
very effective and drew a number of in- 
quiries about trust services, contained 
paragraphs on savings in taxes and ad- 
ministration costs, the management of 
investments, the use of trusts to “protect 
your family’s future from uncertainty, 
and the importance of drawing a will 
and naming an executor “who can effec- 
tively solve all the administrative and 
financial problems that will confront 
your family.” A free booklet was offered 
on “Double Protection.” The ad was il- 
lustrated by a picture of a man looking 
out the window at his wife and children 
as the latter play in the pool. 
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“Anybody at home?” inquires an ad 
from Putnam Trust Co., Greenwich, 
Conn., picturing a letter box stuffed to 
overflowing. “Who'll look after your 
financial mail?” Geared to the annual 
vacation exodus, the ad offers stand-by 
financial services and concludes “You'll 
find us on hand all summer, including 


Saturday mornings. (Real stay-at- 
homes! )” 
“The value of independence ... in a 


transfer agent or registrar,” in an ad 
from City National Bank & Trust Co., 
Chicago, is to “make sure that a corpo- 
ration’s stock is listed on all important 
exchanges.” The idea of “independence” 











of 
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is carried out in the illustration of a for- 
eign sports car driver passing a limou- 
sine with chauffer in front and dowager 
in the tonneau. 

“Looking ahead to 1970 — and Be- 
vond” is the subject of an ad from Bos- 
ton Safe Deposit & Trust Co. on trust 
department services in general. “One of 
the pleasant prospect of life,” it ob- 
serves, “is to look ahead to the future— 
to dream of things as we wish them to 
be.” The illustration which is “project- 
ed” on a screen heightens some of the 
dreams mentioned — college education 
and happy marriage for the children, the 
family reasonably free from financial 
worry. “For more than 80 years this 
Company has been in the interesting 
business of helping individuals and fam- 
ilies to achieve those and other goals — 
as executor, trustee, guardian and invest- 
ment agent.” 

“Remember when a tiny boy listened 


to a nursery tale?” asks an ad from 
First National Bank, Lake Forest, Ill, 
The ad recalls parents’ memories of the 
early childhood of their boys and girls 
and points out that the planning for 
their future which was going on even 
then can be duplicated by the use of a 
trust under will to carry out what are 
now the future plans. 

“Will your widow be able to fill your 
business shoes?” asks an ad from Citi- 
zens First National Bank, Tyler, Tex., 
which prominently displays a pair of 
man’s riding boots. The ad was tied to 
the Personal Affairs Month program and 
commented on the assistance available 
from the estate planning team. 

“Why do I need a lawyer to write my 
will?” inquires the man in an ad from 
Worcester (Mass.) County National 
Bank. The answers are outlined in the 
text and the ad was associated with the 
Law Day U.S.A. program. 

“A little reminder to bring your will 
up-to-date” in an ad from Central Na- 
tional Bank, Richmond, Va., is the tod. 
dler pictured at his father’s knee. Appro- 
priate advice is offered in the accom- 
panying text. 

“Will your wife get only a slice of 
your business?” inquires an ad from 
Continental Illinois National Bank & 
Trust Co., Chicago. A triangular chunk 
of the factories pictured in the ad is be- 
ing lifted out for the wife. The text deals 
with the impact of taxes upon the estate 
and the steps which can be taken to pre- 
pare for that situation. 


Booklets 


“Personal Trusts for Practical Peo- 
ple,” a pamphlet currently in use by 
First National City Trust Co., New York, 
points out that “a much larger propor- 
tion of American men and women have 
been able to acquire modest amounts of 
reserve capital than were able to in pre- 
vious generations” and then discusses 
personal trusts in connection with estate 
planning. The different kinds of trusts 
receive comment, including the advan- 
tages obtainable by investment in the 
Company's Common Trust Funds. One 
page is ruled for jotting questions the 
reader may wish to ask. Photographie 
illustrations and use of two colors add 
to the attractive quality of the booklet. 

“Do you need a will?” The answers to 
this question, raised in the current issue 
of “Women’s Business,” published by 
Harris Trust & Savings Bank, Chicago, 
are offered by John R. Golden, trust 
counsel for the bank. The booklet is 
mailed to women customers and pros 
pects on a bi-monthly basis. 
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TATES 


CAREER IN TRUST BANKING 


The Trust Business and its opportuni- 
ties were presented recently at The Har- 
yvard University Conference on Careers, 
by Laurens MacLure, vice president, 
Boston Safe Deposit & Trust Co. 

The trust business is invariably a 
highly personalized service, he noted. 
The trust officer often replaces a hus- 
band or father in so far as financial 
planning is concerned, and is frequent- 
ly called upon to set up the family budg- 
et or participate in major financial 
decisions, such as the sale or purchase 
of real estate. If the ownership of a 
family business has been left in trust, 
the trust officer may be responsible for 
its continued successful operation. He is 
frequently requested to participate in 
the planning of education for a younger 
member of a family, or to move an 
older member to a hospital or nursing 
home. It would not be unusual to be 
asked to collect the fire insurance for a 
beneficiary whose home had suffered 
fire damage, arrange for temporary 
housing, and supervise the re-building 
of the home. 

The void in personnel created during 
the depression years has resulted in an 
acute need for intelligent young men 
and women. Those people who have 
gone to work for trust companies dur- 
ing the post war period have been given 
greater responsibility during the early 
phases of their careers and have en- 
joyed relatively rapid promotion, Mr. 
MacLure stated. The competition for 
college trainees has resulted in trust de- 
partments offering attractive salaries — 
comparable to those offered by industry. 
Banks have always provided above av- 
erage employment conditions and fringe 
benefits. Most banks offer group life in- 
surance, medical insurance, and pension 
plans. Many also have profit sharing o1 
incentive savings plans. 





The recent college graduate who joins 
a Trust Department has three broad 
areas and several specialized ones in 
which to develop a career, the first 
group consisting of investments, admin- 
istration and operations, and the sec- 
ond comprising personnel, estate plan- 
ning, taxation, law, and public relations 
and advertising. 

Mr. MacLure described his bank’s 
training program as designed to pro- 
duce a balanced experience, with the 
trainee’s assignments spread over two 
to three years. The trainee then will 
end up in administration, investments, 
or operations. Continuing one’s educa- 
tion after formal schooling is important. 
Trainees take A.I.B. courses, and young 
men and women who are principally in- 
terested in trust administrative work 
have gone to law school nights. About 
one-half of the bank’s present group of 
administrative trust officers have also 
attended the Stonier Graduate School of 
Banking at Rutgers and this year one 
administrative assistant will be sent to 
the National Trust School. Periodic re- 
views of progress are coupled with in- 
tensive counselling. 

The bank also takes on two or three 
college undergraduates each year dur- 
ing the summer. This enables the bank 
to look over a young man or woman 
interested in the trust business, while 
giving them an equal opportunity to 
see the type of work done. There is no 
obligation on either party, but a number 
of summer employees do become perma- 
nent staff members and enter the train- 
ing program upon graduation. 

Perhaps the most important consid- 
eration to the recent college graduate 
is the big expansion which Mr. Mac- 
Lure sees ahead for the trust business. 
With the average size estate much great- 
er than it was a generation ago, the need 
for trust services has increased tremen- 
dously, he concluded. 























PROPERTY 
IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 
property in 
Canada. 

Enquiries Invited 


National 


Trust 


ESTABLISHED 1898 





20 King Street East 
Toronto, Canada 


Montreal Hamilton Winnipeg 
Edmonton Vancouver Victoria 
Calgary 





Assets Under Administration 


Exceed $763,000,000 
Annual Report on Request 




















“Faculty” and “students” at second Educational Gift Seminar conducted by Kennedy Sin- 
tlaire, Inc., June 20-24 at the agency’s Montclair, N. J., offices. Eleven representatives of 
tine educational institutions reviewed Federal income gift and estate tax factors, and 
Were taught how to approach prospective donors of substantial charitable gifts. 

Standing in the rear are Kennedy Sinclaire staff members, left to right: George F. Geary, 
Ir, Lawrence W. Payne, Ralph Wallace, and Paul E. FitzMorris. 


Aucust 1960 











The next best thing to having 
your own Trust Department in 
Pennsylvania is to call upon 
ours. We’re familiar with trust 
and estate problems peculiar 
to the Keystone State. Our 
experience can save you time, 
money and research. 


PROVIDENT 
TRADESMENS 


Bank and Trust Company 


Seventeenth and Chestnut Streets 
Philadelphia 3 
LOcust 4-3000 
Ask for Miss Meldrum — Ext. 8182 
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Examiner’s Suggestions for 


MAKING TRUST DEPARTMENT PROFITABLE 


JOSEPH F. TIERNEY 


Supervising Examiner, Federal Reserve Bank of New York 


ANK EXAMINERS AND THE SUPERVIS- 
B ory authorities are most interested 
in trust department income and expense. 
Operating results provide one of the 
many yardsticks used in trust depart- 
ment evaluation. However, the Bank Ex- 
aminations Department of the New York 
Reserve Bank is constantly seeking to be 
of service to member bank trust depart- 
ments. This is the reason for handling 
the details of the annual surveys of trust 
department income and expense. We are 
confident that the published results can 
be beneficial to participants if properly 
used. 

These surveys reveal that many of our 
trust departments are not being operated 
at a profit. Some of the reasons for this 
condition are: 

Free services; Division of compensa- 
tion with co-fiduciaries; Improper in- 
come and expense allocation methods; 
Unsound acceptance policies; Inefficient 
operations; Inadequate fees particularly 
for voluntary trusts, agency accounts 
and charitable trusts; and Lack of 
knowledge of costs. 

Our Bank Examinations Department 
has been conducting surveys of opera- 
tions independent of the examination 
program, when invited to do so by mem- 
ber banks. The recommendations made 
are strictly informal and are not fol- 
lowed up at the time of successive exam- 
inations. These surveys disclose innum- 
erable instances of duplication of effort 
and repetitive operations. The reports 
have seldom suggested that an overstaff- 
ing situation would result if the recom- 
mendations were adopted but rather that 
a greater volume of business could be 
handled without any increase in per- 
sonnel. 

Among the items subject to most fre- 
quent comment in these surveys, we have 
found addressograph equipment is not 
used to the fullest extent. It can be used 
to prepare posting tickets for the collec- 
tion of income, coupon envelopes, lists 
of assets for reviews and statements, and 


Excerpts from address at Group I Meeting of 
New York State Bankers Association Trust Divi- 
sion, at Olean. 
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can imprint as many copies of tickets or 
forms as are needed. The form of regis- 
tration of a security can be designated 
on the addressograph plates by means of 
a simple code. Full use of this equip- 
ment will minimize pen and ink entries 
and gain the advantage of machine oper- 
ation to provide accurate efficient and 
prompt service. 

Cash ledger descriptions are often 
overly detailed and lack uniformity. 
Standardized and short descriptive en- 
tries will reduce the number of ledger 
sheets used, and save time in preparing 
posting tickets and recording the entries. 

As many accounts as possible should 
be placed on a quarterly remittance 
basis and every effort should be made 
to place small remittances on a semi-an- 
nual or preferably, an annual remittance 
basis. 

The preparation and mailing of prin- 
cipal cash statements to income benefici- 
aries is time consuming and costly. This 
practice is not customarily followed and 
is not necessary under New York law, 
except where a specific request for a 
principal cash statement is received from 
the income beneficiary. 

All small accounts should be placed 
on an annual commission basis. Also, 
every effort should be made to reduce 
the frequency of taking commissions 
with respect to all accounts. 

In almost every department surveyed, 
there were entirely too many individual 
security issues held. Every effort should 
be made to reduce the number of issues 
held. 

It seems strange to hear that all trust 
departments are not using nominee form 
of registration. Registration in the 
bank’s name as fiduciary often necessi- 
tates considerable correspondence and 
the forwarding of many legal papers to 
transfer agents to meet transfer require- 
ments. The nominee form of registra- 
tion will alleviate this problem, and a 
lesser number of dividend and interest 
checks will be handled by the trust and 
banking departments. To facilitate the 
distribution of income received in nom- 
inee’s name, a simple code should be es- 


tablished and noted on the department's 
property and addressograph records to 
identify the form of registration. 

In order to eliminate the necessity of 
continuously referring to the document 
files, a synoptic record should be estab. 
lished at the inception of each account. 
The record should incorporate a brief 
summary of all provisions of governing 
instrument and other data which are 
considered necessary for proper admin- 
istration of an account. This record is 
considered indispensable for obtaining 
information quickly to answer questions 
of beneficiaries or other interested par- 
ties and as a ready reference in admin- 
istration. 

It is often recommended that consid- 
eration be given to use of the Bank 
Fiduciary Fund if that medium is not 
being uitilzed or greater use of the fund 
if its benefits have already been recog: 
nized. Conferences and correspondence 
on investment matters with co-fiduciar- 
ies, other consultants, brokers, corre- 
spondents, or investment counsel, even- 
tually should be curtailed substantially. 
Operational details including vault trans- 
actions, rights and stock dividend allo- 
cation, coupon collection, dividend check 
posting, and other bookkeeping trans- 
actions should be reduced materially. 
There should be fewer purchases and 
sales of securities and less detailed re- 
views. The savings effected by this re- 
duction in operating routines will not 
necessarily result in an actual decrease 
of personnel, but will provide the staff 
of small trust departments with more 
time for more careful account adminis- 
tration, closer supervision of invest 
ments, and much needed business devel- 
opment. With the Bank Fiduciary Fund, 
small banks will be able to solicit and 
administer the small account which pre- 
viously was impracticable and too costly 
to service. 

The preparation of income tax returns 
could be streamlined. Information is 
often recorded on a work sheet for each 
account after the close of the calendar 
year, causing a considerable amount of 
work in a short period of time and gen- 
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erally at overtime pay. If income tax 
information for each account is accumu- 
lated during the slack periods through- 
out the year, peak work load periods 
will be reduced and the filing of returns 
will be expedited. In many case type- 
written copies of fiduciary tax returns 
are prepared from pencil work copies 
and sent to the taxing authorities, the 
pencil copies being retained in the 
bank’s files. The preparation of hand- 
written originals and duplicates of the 
returns, through the use of carbon paper, 
will eliminate the typing of the returns 
as well as the necessity of checking back 
the typewritten copies to the work copies 
for possible errors. 


In many cases, form letters showing 
income received from trustee bank are 
prepared annually and submitted to the 
income beneficiaries. This same infor- 
mation is duplicated with respect to the 
fiduciary tax returns. If a copy of the 
form letter is attached to the tax return, 
and a legend stamped thereon to the ef- 
fect that distribution of income was 
made as shown on the letter attached, 
considerable savings of time will result. 


In many trust departments fiduciary 
income tax returns are filed on a calen- 
dar year basis. The adoption of a fiscal 
year basis for the filing of fiduciary in- 
come tax returns will result in more 
prompt service for the beneficiaries, les- 
sen the possibilities of error, and de- 
crease tax accounting expense. Capital 
gains and losses incurred in fiduciary 
accounts are usually listed on tax work 
sheets. The same information is custo- 
marily entered in detail on the fiduciary 
tax returns. The preparation of tax re- 
turns will be further simplified if the 
disclosure of full details of capital gains 
and losses is not shown on the tax re- 
turns. In lieu thereof, only the net capi- 
tal gain or loss figures should be en- 
tered in the appropriate schedules on the 
teturns with the notation “details avail- 
able on fiduciary’s records.” 


In voluntary trusts, agency accounts 
and charitable trusts it is always pos- 
‘ible at least to consider renegotiation 
of fees as a possible way of increasing 
trust department income in accounts not 
subject to statutory rates. Great care 
should be exercised in selecting person- 
nel who are to do the actual renegotia- 
tion work. This is a full time assignment 
and individuals given this responsibil- 
ity should have personalities approach- 
ing those of a salesman. 

The first step should be a thorough 
teview of the account, its performance 
tecord, the beneficiaries, and any col- 
lateral business which they may have in 
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the trust department or other divisions 
of the bank. It may be decided that re- 
negotiation would do more harm than 
good. If renegotiation is the best deci- 
sion, no great damage can result if the 
attempt is not fully successful. While it 
may not result in profitability, it could 
mean placing some accounts in a posi- 
tion where they at least are not a 
source of loss to the bank. Furthermore, 
it is part of a customer educational 
process which will be important when 
new business is discussed with custom- 
ers of long standing. 

Some trustmen have the opinion that 
trust services cannot be cost analyzed 
or evaluated on the same basis as other 
activities. This is fallacious. Many trust 
departments where cost analysis would 
be particularly useful have already 
taken the first step required, namely a 
determination of total expenses of the 
department. This determination is ne- 
cessary for the annual survey of trust 
income and expense which the New York 
Reserve Bank conducts for the Trust 
Operations Committee of the New York 
State Bankers Association. 


Trust cost accounting can be used: 
(1) to enable management to compare 
from year to year the earnings of the 
department as a whole, and for each 
division of the department, (2) to com- 
pare costs with those of other institu- 
tions, (3) to determine the profitable- 
ness of different types of account, (4) to 
make division heads cost conscious, 
(5) to work out schedules of compen- 
sation, (6) to determine the accepta- 
bility of proffered accounts, (7) to fix 
compensation in individual accounts, 
(8) to adjust compensation in existing 
accounts, (9) to adjust compensation 
with co-fiduciaries, (10) to aid courts 
in determining allowances, (11) to elim- 
inate services not required by terms of 
the instrument, and (12) to improve 
operating procedures. 


What can top management do as to 
trust department profits? First, it 
should be recognized that trust depart- 
ment earnings are derived largely from 
fees for services rendered. There may be 
collateral benefits from the trust depart- 
ment, however. which are not reflected 
in its earnings. 

Top management should give trust 
men credit for knowing their business 
and not force them to take on undesir- 
able accounts or to accept appointments 
at fees considered inadequate. 


The principle that the assets of the 
trust department and the administra- 
tion thereof should be kept separate 
from the banking department is sound, 
but likewise it is a practical observation 
that the more profitable trust depart- 
ment operations are those where the di- 
rectors and executive officers take an 
active interest in fiduciary activities. 

Many small banks have not been able 
to get enough trust volume to become 
profitable. whereas many others have 
grown to such an extent that the market 
value of trust assets exceeds the total 
resources of the bank. An adequate vol- 
ume is necessary for profitable opera- 
tions. While tremendous strides have 
been made, with trust volume at its 
highest point in history, there remains 
a great potential for corporate fiduci- 
aries in the average American city. 
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TRUST EARNINGS UP 


Trust department earnings of insured 
commercial banks in the United States 
reached the grand total of $426,016,000 
in 1959, according to the recently pub- 
lished annual report of the Federal De- 
posit Insurance Corporation. This com- 
pares with $379,395,000 a year earlier 
and $246.223.000 five years ago. Of the 
1959 total, $333,602,000 was earned by 
trust departments in banks with deposits 
of $100 million or more. 
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ELEANOR ALEXANDER ROOSEVELT, widow 
of Brig. General Theodore Roosevelt, Jr., 
left the bulk of her estate in trust for 
her four children. The income of each of 
the trusts is to be distributed to the 
beneficiary during his or her life and 
then to that child’s issue during their 
lives. The trusts are to terminate upon 
the death of the last survivor of Mrs. 
Roosevelt’s two daughters-in-law and 
her descendants born prior to her death, 
and the remainder interests are to be 
paid over to her issue then living. The 
interests of the remaindermen are ex- 
pressly made subordinate to that of the 
income beneficiaries, and the executor 
and trustee, United States Trust Co. of 
New York, is empowered to distribute 
principal to any beneficiary then entitled 
to 1vceive income. To the extent that she 
had failed to complete her gift to the 
Lib'ary of Congress during her life- 
tim::, Mrs. Roosevelt bequeathed to the 
United States the papers of her hus- 
band, including the letters of President 
Theodore Roosevelt. 


JOSEPH E. C. SWAN, senior partner in 
Hayden, Stone & Co., members of the 
New York Stock Exchange, set up a 
marital deduction trust in his will. Mrs. 
Swan is also named income beneficiary 
of a second trust consisting of the bal- 
ance of the residuary estate, and the 
remainder interest of this trust and, in 
deiault of appointment by his widow, 
that of the first trust are to be appor- 
tiored among testator’s issue living at 
the date of his wife’s demise. All death 
taxis are to be paid out of the second 
truss whether or not property subject 
to tle taxes passes under or outside the 
will. Morgan Guaranty Trust Co. of 
New York, executor and trustee, is re- 
quested to continue as an investment of 
the estate or trust, such capital as Mr. 
Swan had in Hayden, Stone as a limited 
partner, provided that a majority in in- 
terest of the surviving general partners 
of the firm grant their approval. The 
executor and trustee is also authorized 
to become a limited partner in the firm. 


ELLSWORTH A. ROBERTS, president of 
Fidelity Mutual Life Insurance Co., in a 
succinctly drafted two page instrument, 
bequeathed his personal property and life 
insurance policies to his two children. 
The remainder of his estate is dis- 
tributed to First Pennsylvania Banking 
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and Trust Company and his daughter to 
be administered and distributed under a 
trust indenture executed on the same 
day as the will. Mr. Roberts authorized 
the bank as executor, at any time within 
two years of his death, to sell any or 
all of his real estate for any administra- 
tive purpose or to effect distribution. 


MorGANn B. BRAINARD, JR., senior vice 
president and treasurer of Aetna Life 
Affiliated Companies, left his estate to a 
trust created two days before he signed 
his will on April 17, 1959. Great-grand- 
son of the founder of Aetna Life Insur- 
ance Co., Mr. Brainard named his son 
and Connecticut Bank & Trust Co. of 
Hartford as executors. 


Other recent corporate fiduciary appoint- 
ments reported to T&E: 


ARMSTRONG R. MATTHEWS, president 
Consolidation Coal Co. (believed to be 
world’s largest producer): Mellon Na- 
tional Bank & Trust Co., Pittsburgh, co- 
executor. 

BaAsIL D. BROWDER, executive vice pres- 
dent, Dan River Mills: American Na- 
tional Bank & Trust Co., Danville Va., 


JEREMIAH G. HICKEY, chairman of 
Hickey-Freeman Co., clothing manufac- 
turers: Security Trust Co., Rochester, 
N. Y., co-executor. 

Epwarp A. KRACKE, partner in Has. 
kins & Sells, international firm of certi- 
fied public accountants: Morgan Guaran- 
ty Trust Co., New York. 

JAMES A. ECCLES, president of Im- 
perial Industries of Canada and governor 
of McGill Univ.: Royal Trust Co., Mont- 
real, executor. 

LANSING P. SHIELDS, president of 
Grand Union Co., supermarkets: Chase 
Manhattan Bank, New York, co-executor, 

MARGARET SULLAVAN, actress; Empire 
Trust Co., New York, co-executor. 

GEORGE A. BUNTING, founder and 
chairman of Noxzema Chemical Co.: 
Fidelity-Baltimore National Bank, co-ex. 
ecutor and co-trustee. 

HENNING W. PRENTIS, JR., chairman 
of Armstrong Cork Co. and former presi- 
dent National Association of Manufac- 
turers: Mellon National Bank & Trust 
Co., Pittsburgh, executor-trustee. 

WILLIAM P. WITHEROW, former presi- 
dent of Blaw-Knowx Co. and National 
Association of Manufacturers: Pitts- 
burgh National Bank, executor-trustee. 

GEORGE M. GApsBy, chairman of Utah 
Power and Light Co.; Walker Bank & 
Trust Co., Salt Lake City, executor. 


CHARLES D. MAKEPEACE, former treas- 
urer of Williams College: Agricultural 
National Bank, Pittsfield, Mass., co-ex- 
ecutor and co-trustee. 


PoLLy THOMSON, the eyes and ears of 
Helen Keller for 45 years: Putnam 
Trust Co., Greenwich, Conn., co-execu- 
tor. 
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Courtesy of The Metropolitan Museum 
of Art,, Rogers Fund, 1922 


Woodcut by Hans Weiditz showing signing of will from Vincent Steinmeyer’s “Neue 


Kunstliche . . 
freely translated read: 


To wait around till someone dies 
His earthly wealth to get 


. Figuren” (1619-20). Appended are Latin and German explanations, which 


Is fraught with anguish and despair 
He might outlive you yet. 
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ESTATE TAX 


Securities transferred to insurance 
trust held not includible in estate. Dece- 
dent transferred certain securities to in- 
surance trust created in 1938. Trustees 
were directed to pay premiums on life 
insurance policies from trust principal or 
from borrowed funds. No incidents of 
ownership were retained by decedent in 
securities. Commissioner included value 
of securities in decedent’s estate on 
ground that transfer was one in which 
decedent retained life interest, because 
income from securities was used to pay 
premiums on policies, and decedent there- 
by retained benefit of such income. 


HELD: For estate. Transfer of securi- 
ties was complete and effective. No rights 
or incidents of ownership, contingent or 
otherwise, were retained by decedent. 
Moreover, income was not used to pay 
premiums, since by express terms trus- 
tees were directed to pay premiums out 
of principal or borrowed funds. Agree- 
ment directed that income be paid to 
beneficiary. J. E. Bennett et al. v. U. S., 
Apr. 7, 1960. 


Insurance proceeds of insurance trust 
not includible in grantor’s estate. In 1938, 
decedent transferred two insurance poli- 
cies on his life to trust created by him. 
Trust was irrevocable and decedent re- 
tained no interest therein. Upon dece- 
dent’s death, Commissioner held that en- 
tire proceeds were includible in estate 
as transfers intended to take effect at 
death. 


HELD: For estate. Decedent had di- 
vested himself of all rights and interest 
in policy. Since he had not retained re- 
versionary interest in proceeds amount- 
ing to at least five per cent of value of 
property, such proceeds are excepted 
from inclusion in estate as transfer in- 
tended to take effect at death by 1949 
Technical Changes Act amendment. J. E. 
Bennett, et al. v. U. S., supra. 


Bequests made pursuant to settlement 
agreement deductible as estate debts. 
Decedent and wife had entered into set- 
tlement agreement under terms of which 
decedent agreed to establish lifetime 
trust for benefit of his two sons and to 


Avucust 1960 


Sees anne Seve ae na 


se RR Sane ea AORN, RN SEN SR 


execute instrument obligating him to 
leave one-quarter of his estate to each 
son. Will was executed pursuant to 
agreement. On estate tax return execu- 
tors claimed deductions for that part of 
estate set apart for sons. In state court 
probate proceeding, confirming executors’ 
account, sons were referred to as credi- 
tors and granted six per cent interest 
from date of decedent’s death. Commis- 
sioner disallowed deduction. Estate paid 
tax and sued for refund. District Court 
upheld Commissioner on theory that sons 
were not creditors in that decedent had 
obligated himself only to extent that he 
would provide for his sons in his will. 


HELD: District Court reversed. State 
court adjudication to effect that sons 
were creditors and entitled to interest on 
their claims is binding in determining 
estate tax liability. If decedent had not 
performed his agreement, sons could have 
recovered as creditors of estate. Having 
done what he had promised to do, dece- 
dent did not alter sons’ rights as credi- 
tors. S. D. Beecher, et al. Exrs. v. U. S., 
3rd Cir., June 24, 1960. 


Transfers in trust held not in contem- 
plation of death. Within three years of 
her sudden death, decedent created three 
trusts to which she transferred 500 
shares of family corporation stock and 
her interest in 12-room family residence. 
She had received stock from her deceased 
husband, and trusts were created to con- 
form to her husband’s desire that shares 
be given to children when she no longer 
needed them for purposes of maintaining 
control of corporation. Moreover, dece- 
dent had ample income, and even resi- 
dence had become too large for her. Com- 
missioner included gifts in estate as 
transfers in contemplation of death. 


HELD: For estate. Transfers were 
motivated by lifetime objectives. No in- 
ference is to be drawn from husband’s 
death two years prior to date of trans- 
fers that decedent had “awareness of 
death” at time of gifts. Transfers were 
not made in contemplation of death. Est. 
of H. M. Lenna, et al. Exrs. v. Comm., 
T.C. Memo. 1960-153, July 18, 1960. 


Legal fees incurred in contesting es- 
tate tax deficiency deductible. Executors 
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of estate successfully brought suit in Tax 
Court to contest Commissioner’s assess- 
ment of deficiency. Estate made claim 
for deduction allowance for costs in- 
curred. 


HELD: For estate. Amount of legal 
and administrative expenses incurred to 
contest deficiency are deductible in 
amount to be agreed upon by parties. If 
parties are unable to agree, executors 
can reopen case for further trial in Tax 
Court. Est. of H. M. Lenna, et al. Exrs. 


v. Comm., supra. 


GIFT TAX 


Annual exclusion denied for gift in 
trust for minor. Husband and wife cre- 
ated four trusts for benefit of their chil- 
dren. Full distributions were to be made 
to each child upon his or her attaining 
age 21. Should child die before reaching 
21, trust was to continue for benefit of 
child’s living descendants until they each 
attained 21. If minor left no descendants, 
corpus was to be divided equally among 
trusts of brothers and sisters. Commis- 
sioner disallowed annual gift tax exclu- 
sion against transfer to trust. 


HELD: For Commissioner. In event of 
beneficiary’s dying prior to attaining age 
21, trust estate would not pass to estate 
of donee or as he might appoint under 
general power of appointment. This is 
statutory requirement which must be 
satisfied if transfer is to qualify for 
annual gift tax exclusion. B. M. Heath 
v. Comm., 34 T.C. No. 59, June 27, 1960. 


INCOME TAX 


Testamentary intent does not alter tax 
treatment of lifetime gift. In order to 
spare wife inconvenience of probate pro- 
ceedings, husband transferred his stocks 
to joint margin account in name of him- 
self and his wife, and also had stock in 
family corporation reissued in name of 
himself and wife as joint tenants. He 
continued to manage and control stock 
until his death. After husband’s death, 
wife sold stock in margin account and 
family corporation stock was redeemed. 
She treated stock as inheritance and used 
value of stock at date of death as her 
cost basis for income tax purposes. Com- 
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$5 
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$1 


ES SSI Tae 2 $36.50 each 
GOLD _ __.......---.-- $18.00 each 
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$50 
$4 
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GOLD ..-———‘(Ci‘i‘iCTTTSO$ 1500.00 each 


PROMPT REMITTANCE GUARANTEED 
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send coins direct to... 





West 57th Street, New York 18, N. Y. 
JUdson 2-2580 


One of America’s Oldest and Largest 


Coin Dealers 


Coin Appraisals for Banks, Estates, 


Insurance Companies 
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For Reservations: Michel, 
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missioner determined that value to be 
used by wife for computing gain or loss 
was cost of stock to husband. 


HELD: For Commissioner. Creation 
of joint tenancies was gift, notwithstand- 
ing conduct of husband indicating testa- 
mentary intent. Husband intended gift 
since it was only way to avoid probate. 
Although husband managed business af- 
fairs, both were legally authorized to 
do so. Since creation of joint tenancies 
constituted gift, donee-wife must use as 
her basis value of stock in hands of 
donor-husband. M. D. Bouchard v. 
Comm., 34 T.C. No. 68, June 30, 1960. 


Effect of policy loans and increases in 
value on enforcement of tax lien against 
cash surrender value of life insurance 
policies. Government sought to enforce 
lien for unpaid income taxes against cash 
surrender value of taxpayer-insured’s 
policies. Insurance company sought to 
first deduct amount of policy-loan to in- 
sured and also amount of increase in 
value of policy after levy. 


HELD: For Government. Service of 
levy effected seizure of right of taxpayer 
to loan value of policy. Policy-loan by 
insured had been made after issuance 
of levy, and thus could not affect gov- 
ernment lien on insured’s prior interest. 
Furthermore, insurer could not deduct 
increase in value of policy, because lien 
attached to property, namely cash value, 
regardless of its value. ‘U. S. v. Budak, 
et al., D.C. N.D. Ohio, June 28, 1960. 


Lien for unpaid income taxes enforce- 
able against cash surrender value of life 
insurance policies. Action was brought to 
enforce tax liens on cash value of certain 
policies of insurance on life of defend- 
ant-taxpayer for delinquent income taxes 
owing by him. Taxpayer contended that 
such action could not be maintained, 
since it would destroy rights of benefi- 
ciaries. 


HELD: For plaintiff, Tax lien may 
be enforced against cash value of insur- 
ance policy during life of insured. U. S. 
v. Budak et al., supra. 


REVENUE RULINGS 


Income Tax: Amortization of bond pre- 
mium to “special” redemption price not 
allowed. Certain utility bonds were call- 
able on 30 days notice at “special” re- 
demption price. Sixth Circuit Court of 
Appeals has held in United States v. 
Riley L. Parnell, et ux., 272 F. 2d 
943, and United States v. J. H. Reed, Jr., 
et ux., 272 F. 2d 948 that taxpayers 
could reasonably anticipate that bonds 
might be called before maturity at “spe- 
cial” call price and that such price was 
reasonable and realistic. Consequently, 
taxpayers were entitled to compute their 


amortizable bond premiums on this cal] 
price. 

Service rules that it will not follow 
these cases but will follow rule of allow. 
ing deduction for amortizable bond pre. 
miums as difference between purchase 
price of fully taxable bonds and “gen. 
eral’ redemption price. It is position of 
Service that “special” redemption price 
is dependent on contingencies which pre- 
clude any advance ascertainment of date 
of call at such “special” price. Rev. Rul, 
60-230, I.R.B. 1960-26, 16. 


Income Tax: Provision in option agree- 
ment requiring Commissioner to make 
price redeterminations will not prevent 
option from qualifying as restricted stock 
option. To make certain that employee 
stock option qualifies as restricted stock 
option, some companies have attempted 
to satisfy statutory 85-per cent-of-fair- 
market-value price requirement by in- 
cluding in agreement provision that if 
Commissioner should determine that op- 
tion price was less than 85 per cent of 
fair market value of stock at time option 
was granted, employee would be required 
to pay employer such additional amount 
as required to satisfy this condition. 
Service had earlier ruled that agreement 
containing such provision does not qual- 
ify as restricted stock option. 


Service now rules that since this type 
of provision had been included in option 
agreements by many companies in good 
faith, earlier ruling will be applied with- 
out retroactive effect to options granted 
prior to its issuance, July 20, 1959. Al- 
though Commissioner will not make price 
redeterminations, if option granted prior 
to July 20, 1959 otherwise qualifies as 
restricted stock option and, without re- 
gard to price redetermination provision, 
85 per cent rule is met, inclusion of pro- 
vision will not prevent stock option from 
qualifying as restricted stock option. 
Rev. Rul. 60-242, I.R.B. 1960-29, 10. 


Income Tax: Distributions resulting 
from merger of common trust funds sub- 
ject to tax. Upon merger of two common 
trust funds, no distribution of cash or 
securities was made to any participant 
remaining in merged fund, with exception 
of small cash adjustment necessary to 
eliminate fractional units. 


Service rules that distributions in cash 
or securities in two common trust funds 
in order to eliminate fractional units are 
to be treated as sale or exchange of such 
fractional units of participating interests. 
Rev. Rul. 60-240, I.R.B. 1960-28, 11. 
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SUPPLEMENTAL BENEFIT TRUSTS EXEMPT 


Exemption from income tax for sup- 
plemental unemployment benefit trusts is 
granted by P.L. 86-667, signed into law 
last month by President Eisenhower. 


TRUSTS AND ESTATES 





Ser 
his 
anc 
to- 
um 


pre 
qu 
far 


th 
ity 
cu: 
tai 





is call 


follow 
allow. 
id pre. 
rchase 
“gen. 
‘ion of 
| price 
h pre- 
f date 
y. Rul, 


agree. 
make 
revent 
| stock 
ployee 
stock 
mpted 
f-fair- 
y in- 
rat if 
at op- 
ont of 
yption 
yuired 
nount 
lition. 
>ment 
qual- 


type 
yption 
good 
with- 
anted 
). Al- 
price 
prior 
2S as 
it re- 
ision, 
_~pro- 
from 
»tion. 


Iting 

sub- 
amon 
h or 
ipant 
ption 
y to 


cash 
unds 
; are 
such 
ests. 


ATES 












H 
i a) =< 






CURRENT LITERATURE 


By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 

















Books 


Murphy’s Will Clauses 


JOSEPH HAWLEY MURPHY, Matthew Bend- 
er & Co., 255 Orange St., Albany 1 (790 pp.; 
$27.50). 

The author, presently New York State 
Commissioner of Taxation and Finance, 
has set forth nearly 2,000 will clauses in 
this publication. The clauses have been 
drafted with a view to producing an in- 
strument devoid of cumbersome phrase- 
dogy, and hence understandable by the 
testator, and have also been drawn to 
provide maximum tax economy. Where 
applicable, alternative tax saving meth- 
ods have been appended. Prefacing each 
grouping of clauses, the author has 
added his comments and citations to op- 
posite authorities. References to Ameri- 
can Jurisprudence, Corpus Juris, Amer- 
ican Law Reports and other works pro- 
vide additional documentation. The main 
body of the work is preceded by a chap- 
ter explanatory of the fundamentals of 
estate planning. 


Estate Planning: A Guide to Insur- 
ance, Savings and Investment 


PHILIP J. GOLDBERG, Oceana Publications, 
Inc., 80 4th Ave., New York 3 (98 pp.; $1.00). 


The objective of the Legal Almanac 
Series has been to alert the layman to 
his rights and obligations under the law 
and to acquaint him with the law’s day- 
to-day application. The purpose of vol- 
ume 50 of this series is to place in 
proper perspective the necessity of ade- 
quate planning in the arrangement of 
family finances. The layman is advised 
to think of estate planning in terms of 
three elements — protection and secur- 
ity, savings, and investments. In dis- 
cussing the first factor, the author de- 
tails the role of social security and pro- 
tection through life insurance, and the 
substance of his commentary on the sec- 
ond and third factors is that savings 
and investment must be part of an in- 
tegrated program. The concluding chap- 
ters indicate some planning tools, such 
as the charitable endowment and wills 
and trusts, which may be employed to 
attain certain tax advantages. 


How I Made $2 Million in the Stéck 
Market 


NICOLAS DARVAS. American Research Coun- 
cil, Larchmont, N. Y. (178 pp.; $4.95). 


This straightforward and well-docu- 
Mented account of how its author 
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amassed a fortune makes very interest- 
ing reading. Mr. Darvas’ off-beat, no- 
contact-with-brokers method has indeed 
proven its worth for him but his profes- 
sional dancing career, backed with steel 
wire nerves developed over the years, 
undoubtedly deserves an assist. It is 
very unlikely that many people will be 
able to emulate his performance as the 
result of reading his story, however. 
These remarks in no way detract from 
one’s admiration for his astuteness and 
ability to progress from complete lack of 
sophistication to development of an ap- 
proach that paid off; than which, there 
is no greater compliment. 
T.L.F. 


The Foundation Directory—Edition I 


ANN D. WALTON and F. EMERSON AN- 

DREWS, editors, and MARIANNA O. LEWIS, 

assistant editor. Russell Sage Foundation, 505 

Park Ave., New York 22 (872 pp.; $10.00). 

This new directory, prepared by the 
Foundation Library Center, includes 
data on 5,202 of the 12,000 foundations 
on record at the Center. The others are 
small or not truly foundations as the 
term is used in this volume. Growth in 
the number of foundations is indicated 
by the fact that only 2,568 of compar- 
able size were described in American 
Foundations and Their Fields VII 
(1955). Of the ten foundations which re- 
ported assets in excess of $100 million, 
only two had assets of that magnitude 
in 1937. Combined assets reported in 
this Directory totalled $11.5 billion. 

The Directory lists foundations by 
states, giving names, addresses, date of 
origin, purpose and activities, and finan- 
cial data insofar as these are available. 
The foundations are also indexed by 
name and by field of interest, and there 
is an index of persons. 

In his comprehensive Introduction, Mr. 
Andrews discusses foundations in gener- 
al, and the differences between the 129 
large foundations with assets of $10 mil- 
lion or more and the 4,422 small founda- 
tions with less than $1 million of assets. 
He analyzes the history of foundations 
in this country and the flow of funds 
from their grants. The volume offers to 
the foundation trustee or executive a 
general view of his field, and to the small 
foundation a convenient and inexpensive 
way of reporting to the public. Many 
will use the book to aid them in the 
search of funds. Mr. Andrews points out 
that this is “wholly proper,” but since 
“abuse is also possible and to some de- 
gree inevitable” he offers timely advice 
to these readers. 

W.M.B. 


The Teacher Who Changed An In- 
dustry 


MILDRED F. STONE. Richard D. Irwin, Inc., 
Homewood, Ill. (400 pp.; $5.00). 


The energetic personality of Dr. Solo- 
mon S. Huebner of the University of 


Pennsylvania strides through the pages 
of this book. The contribution of his 
vigorous mind to The Wharton School, 
the Life Insurance industry and the 
United States Government are set forth 
vividly and the reader is carried into 
Dr. Heubner’s concepts of the economic 
and human life values of life insurance 
and the insurance aspect of the stock 
and commodity exchanges by _ the 
teacher’s own words, as well as the 
biographer’s comment. His character 
gains depth from being presented with 
a background of the men and events 
with whom he has worked. 


ARTICLES 


Pension Plan Contributions 


ALVIN S. MALMON, The Journal of Accoun- 
tancy, June, 1960 (270 Madison Ave., New 
York 16; $.85). 

It is the author’s opinion that the 
“trusted actuarial pension plan” has defi- 
nite advantages over profit-sharing and 
insured pension plans. He believes that 
accountants are capable of accurately 
estimating the employer’s contributions 
sufficient for income tax purposes pro- 
vided that an actuary is consulted every 
three or four years to test the plan for 
actuarial soundness. The two methods of 
funding this type of plan prescribed by 
the Internal Revenue Code and the regu- 
lations are explained and illustrated. 


The Variable Annuity — Insurance, 
Investment, or Both? 


GEORGE E. JOHNSON, Georgetown Law Jour- 
nal, Summer, 1960 (Washington, D. C.; $1.25). 


The point of inquiry here is whether 
the variable type annuity should be sub- 
ject to regulation by state insurance de- 
partments or by state securities com- 
missions. The author begins with a study 
of various types of annuity programs, in- 
cluding government annuities, life insur- 
ance company annuities, private busi- 
ness annuities, and annuities arising out 
of private transactions, Following a dis- 
cussion of the nature of various forms 
of annuities, including the fixed-dollar 
and the variable species, the author re- 
views the present state of annuity regu- 
lation and presents his case against state 
insurance department regulation of cer- 
tain types of variable annuities. 


Perpetuities Legislation 


W. BARTON LEACH, University of Pennsyl- 
vania Law Review, June, 1960 (3400 Chestnut 
St., Philadelphia 4; $1.50). 

The author originally intended this 
article as an answer to Prof. Philip 
Mechem’s Further Thoughts on the 
Pennsylvania Perpetuities Legislation, 
but he resolved to answer his other 
critics as well, including Professors 
Bordwell, Simes, and Sparks. Professor 
Leach advocates revision of perpetuities 
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legislation through enactment of the 
wait-and-see and cy-pres doctrines. In 
short he recommends legislation that 
would require a court to wait and see 
how events turn out and thus decide 
perpetuities cases on facts that actually 
happen, and when the Rule is violated, 
reform the interest on the cy pres prin- 
ciple. Following this introduction there 
is a discussion of recent statutes enacting 
these principles to a greater or lesser 
extent in Pennsylvania, Vermont (“the 
best of the lot’), Washington, Ken- 
tucky, Connecticut, Maine, Massachu- 
setts, Idaho, and New Hampshire. The 
balance of the article is a defense of 
his recommendations for change in the 
perpetuities area and an appraisal of 
the charges of his critics. 


A Brief Reply to Professor Leach 


PHILIP MECHEM, University of Pennsylvania 
Law Review, June, 1960 (3400 Chestnut St., 
Philadelphia 4; $1.50). 

Professor Mechem, an advocate of the 
common law Rule against Perpetuities, 
complains that Professor Leach has 
failed to make a fair minded appraisal 
of his article published in this Law 
Review in 1959 (107 U. Pa. L. Rev. 
965). He considers three points made in 
his 1959 article which Professor Leach 
has made reference to, and, in this brief 
article, reiterates his opposition to the 
views of his adversary. 


The Benefits to Fiduciaries from the 
Supervision of Charities 
ERNEST R. D’AMOURS, New Hampshire Bar 
Journal, April, 1960 (Manchester; $1.25). 
While the benefits of supervision of 
charities to the public are apparent, 
the advantages to fiduciaries are not 
nearly so well known. It is the writer’s 
purpose to demonstrate that such super- 
vision would not prove burdensome to 
the fiduciary and to indicate some of 
the benefits that may be expected. As an 
example, he suggests that a supervisory 
director could offer assistance in avoid- 
ing the pitfalls of Federal taxation 
statutes and could make valuable contri- 
butions in the field of deviation and cy 
pres. As a final argument, he points out 
that broad and efficient supervision by 
the states may avoid Congressional in- 
tervention. 


The Apportionment of Stock Distri- 
butions in Trust Accounting Prac- 
tice 
ARTHUR W. MACHEN, Jr., Maryland Law 


Review, Spring, 1960 (Redwood and Greene 
Streets, Baltimore 1; $1.00). 


The purpose of this study is to 
analyze how the courts, and more par- 
ticularly the courts of Maryland, have 
answered the question, “What is in- 
come?”’, in respect to corporate distribu- 
tions on securities held by trusts. Per- 
haps the best way to summarize the 
contents of this article is to set forth 


the titles of its six subsections: defi. 
nition of terms; the law as to pre-1929 
trusts; the law as to trusts created: be. 
tween 1929 and 1939; the law as to post 
1939 trusts governed by the Uniform 
Principal and Income Act; the Donald. 
son and Apponyi cases; and the problem 
restated. The author concludes with 
some practical recommendations that 
may control and solve the apportionment 
problem and urges enactment of statutes 
amending the Principal and Income Act 
so as to make it applicable to all stock 
distributions without regard to the date 
of the creation of a trust. 


Common Errors in Estate Planning 


BENJAMIN M. BECKER, Journal of the Amer. 
ican Society of Chartered Life Underwriters, 
Summer, 1960 (3924 Walnut St., Philadelphia 

4; $1.50). 

“What is not done or what was done 
incorrectly in estate planning can be- 
come as important as what is done.” The 
writer here undertakes to highlight some 
of the recurring errors that arise in 
estate planning with respect to life in- 
surance, gifts, the marital deduction, 
liquidity in estates, and business pur- 
chase plans. The writer has not at- 
tempted a detailed analysis but indicates 
some of the problems that are frequent- 
ly encountered and offers some sugges- 
tions as to their solution. 


Current Developments and Problems 
in Business Insurance Plans 
ERNEST W. FURNANS, Jr., Journal of the 
American Society of Chartered Life Underwrit- 
ers, Summer, 1960 (3924 Walnut Street, Phila- 
delphia 4; $1.50). 

This article reviews the basic philos- 
ophy of the split dollar plan and three 
of the methods employed to establish it. 
After discussing the corporate use of 
cash values and other uses of split dol- 
lar plans, the writer surveys some of 
the current questions in this area. The 
second part of the article is given over 
to a brief examination of some of the 
tax factors involved in deferred compen- 
sation plans funded by life insurance. 
Some of the other problems discussed in 
this area are whether the accumulated 
funds can be guaranteed to the executive 
to the exclusion of corporate creditors, 
and whether deferred compensation 
plans are available to a sole or a ma- 
jority stockholder. 


A AA 


e “The Bank and Its Publics” by Robert 
Lindquist, vice president in charge of 
public relations at Harris Trust & Sav- 
ings Bank, Chicago, has been published 
in Japanese. It has also gone into its 
second American printing. 

Mr. Lindquist has had 35 years of 
banking experience and is a past presi- 
dent of the FPRA and a former chair- 
man of the ABA public relations. The 
book is a basic reference work in bank 
salesmanship. 
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COMMUNITY PROPERTY — Allocation 
of Debts as Between Community 
Estate and Separate Estate 


Washington—Supreme Court 


In Re Schoenfeld’s Estate, 156 Wash. Dec. 
195; 351 P. 2d 935. 


Schoenfeld died leaving community 
property in the amount of $73,865 and 
separate property amounting to $188,510. 
The community debts totaled $154,992 
and there were separate debts of the de- 
cedent amounting to $9,780. The Pro- 
bate Court allocated the community debts 
between community and separate prop- 
erty in the ratio that the community 
property bore to the whole property. 

HELD: Reversed. The whole commun- 
ity property is administered for the pur- 
pose of collecting community assets and 
paying community debts. Community 
property is primarily liable for com- 
munity debts and separate property for 
separate debts. After the community 
property is exhausted in the payment of 
community debts, the community debts 
are chargeable against the separate 
property of the decedent to the extent 
such property is available after paying 
separate debts. If the separate estate is 
exhausted by separate debts, separate 
creditors have recourse against dece- 
dent’s interest in the community estate, 
to the extent there is community prop- 
erty available after paying: community 
debts. To allow the proration of com- 
munity debts between community and 
separate property would give to come 
munity creditors an advantage which 
Separate creditors cannot enjoy; for, 
while community debts can be collected 
out of the whole of the separate estate, 
separate debts can be collected out of 
only one-half of the community estate. 


COMPENSATION — Provision to Re- 
tain Attorney for Probate not Bind- 
ing 

New Mexico—Supreme Court 
In re Hoxey’s Will, 352 P. 2d 652. 


Appeal to secure reduction in amount 
awarded as attorney’s fees for work done 
in probating will. The will named appel- 
lee as attorney to handle probate. Appel- 
lee started proceedings and continued to 
act as attorney. Differences arose with 
the executrix who discharged him, and 
employed another attorney whom appel- 
lee advised that by reason of the pro- 
Vision in the will he was still attorney 
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for the estate, and he refused to turn 
over the files. The trial court awarded 
appellee one-half the statutory fee. 


HELD: Probate court has power to fix 
amount of attorney’s fees. The executor 
was not required to employ the attorney 
named in the will. An attorney continu- 
ing to act after notice of discharge is not 
entitled to compensation for work there- 
after. — Reported by Arizona Editor. 


ASSETS — Business — Partnership 
Agreement Could Not Pass Title to 
Survivor 


Mississippi—Supreme Court 
Conner v. Conner, 119 So. 2d 240. 


An agreement between two brothers 
stated that the parties were operating a 
partnership in which one owned an un- 
divided 21/32 interest and the other an 
undivided 11/32 interest; that they joint- 
ly owned in the designated portions cer- 
tain lands; that the partnership owed 
each of the partners a designated sum 
of money; and that it was the desire of 
each that in the event of death of either 
partner, his estate would not be involved 
in the ownership or operation of the 
partnership. The agreement then pro- 
vided that in the event of the death of 
either of the partners, the full and com- 
plete legal title to the lands and all 
other assets would vest in the surviving 
partner who would manage the partner- 
ship as he saw fit. 

After the death of one of the part- 
ners, a dispute arose as to the validity 
of this instrument. The lower court held 
that the instrument was testamentary in 


character and could have no operation as 
a deed. 

HELD: Affirmed. The agreement was 
wholly void and of no validity to vest 
title to the property in the surviving 
partner regardless of the intent of the 
parties. “The power attempted to be 
conferred ... was in its nature a testa- 
mentary power which was to be effective 
only at the death of the party dying 
first. The instrument did not purport to 
convey any present interest in any prop- 
erty, or any interest in any specific 
property to vest in the future.” 


COMPENSATION Beneficiaries of 
Property Passing Outside Will 
Must Pay Fees of Executor’s Law- 
yer 


New York—Surrogate’s Court, New York Co. 
Matter of Mervis, N.Y.L.J., May 23, 1960. 


The value of the property passing un- 
der the decedent’s will aggregated 
$16,000. The value of property passing 
outside the will, consisting of Totten 
Trust bank accounts, payable on death 
bonds and other property, aggregated 
$80,000. All of the non-probate assets 
were includible in the taxable estate and 
the executor’s attorney rendered services 
and dealt with problems attributable to 
such assets. Some beneficiaries receive 
property passing outside and under the 
will and other beneficiaries only receive 
property passing outside the will. The 
executor requested that her attorney’s 
fees be fixed by the court and that the 
major portion thereof be apportioned 
against the assets passing outside the 
will, 

HELD: Attorney’s fees are “expenses” 
which may be so assessed, and it is 
equitable that the major part of the fees 
be assessed against the assets passing 
outside the will in this estate. Decedent 
Estate Law Section 124, subdivision 7 
was amended in 1950 to empower the 
Surrogate to assess against property 
passing outside the will an equitable 
share of the expenses in connection with 
the determination and apportionment of 
estate tax. 
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DISTRIBUTION — Bequest to Relative 
by Affinity Lapses When Benefici- 
ary Fails to Survive Testator 


Washington—Supreme Court 


Ruchert v. Boyd, 156 Wash. Dec. 278, 352 P. 2d 
216. 


E. C. Ruchert and his wife, Anna, exe- 
cuted a mutual will, each giving a life 
estate to the survivor, and the entire es- 
tate of both to Boyd Ruchert, a nephew 
of the husband, upon the death of the 
survivor. Mr. Ruchert died in 1944 and 
the will was probated as his will. The 
Court distributed his share of the com- 
munity estate to Anna for life with re- 
mainder over to Boyd Ruchert. Boyd 
died intestate in 1953, survived by his 
wife and seven children. 

Anna made a new will in 1956 revok- 
ing the mutual will. She died in 1957. 
Upon her death the remainder interest 
in E. C. Ruchert’s estate was distributed 
to his nephew’s estate. Boyd Ruchert’s 
estate also claimed Anna Ruchert’s half 
of what was originally community prop- 
erty at the time of her husband’s death. 
R.C.W. 11.12.110 provides that when any 
estate is devised or bequeathed to a child, 
grandchild or other relative of the testa- 
tor and such devisee or legatee dies be- 
fore the testator having lineal descen- 
dants, such descendants shall take the 
estate the devisee or legatee would have 
received had he survived the testator. 
The Trial Court held that there was no 
lapse under the statute, and ordered An- 
na Ruchert’s estate to account to Boyd 
Ruchert’s estate. 

HELD: Reversed. “Relative” as used 
in the statute does not include the wife 
or any other relative by affinity, but em- 
braces only relatives by consanguinity. 
Boyd Ruchert was not a relative of Anna 
Ruchert; therefore, the devise to him 


lapsed upon his death. Neither Boyd’s 
wife nor his children take the interest in 
Anna’s property which Boyd would have 
received under Anna’s mutual will if he 
had survived her. 


DISTRIBUTION — Right of Illegiti- 
mate Alien to Inherit Through 
Mother 


Oregon—Supreme Court 


In the Matter of the Estate of Kasendorf; Mul- 
lart v. State Land Board, 70 Ore. Adv. Sh. 1723. 


August Kasendorf died testate in Ore- 
gon on November 21, 1943, leaving his 
estate to his brother and four sisters, 
who were residents and nationals of 
Estonia. Inasmuch as no contact could 
be established with the legatees, proceed- 
ings were instituted, in 1951, for deter- 
mination of heirship. The State of Ore- 
gon claimed that, at the time of the 
testator’s death, none of the legatees — 
nor his nor their heirs — resided in the 
United States or its territories; and 
that the estate therefore escheated to 
the State. Oregon has a statute which 
prevents aliens not residing within the 
United States or its territories from 
taking an inheritance from a resident of 
the United States unless there is a reci- 
procal right of United States citizens to 
take within the countries where said 
aliens are inhabitants or citizens. 

The administrator of the estate of 
Anna Mikli, a sister, sought a deter- 
mination that she was the sole surviving 
beneficiary on the date of the testator’s 
death. The appellant, Damara Mullart, 
the only child of her deceased mother, 
Anna claims the entire estate as the 
only surviving kin of the testator. 

Estonia has been under Russian con- 
trol since 1948. Damara, who was born 
illegitimate and was reared in Estonia, 
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finally escaped and eventually reached 
the United States. In addition to evi- 
dence substantiating Damara’s relation. 
ship to Anna, testimony was given as 
to the Estonian laws, including the fact 
that a treaty of friendship, commerce 
and consular rights between the United 
States and Estonia, dated December 23, 
1925, indicated that there was a recipro- 
cal right as to inheritance. Inasmuch as 
the United States has never recognized 
the Russian sovereignty over Estonia, 
the treaty with Estonia apparently was 
in effect at the time of the death of 
the testator. The trial court held that 
the proof was not sufficient to establish 
the right to inherit, and decreed that the 
property should escheat to the State of 
Oregon. 

HELD: Reversed. The laws of Es- 
tonia, as they were on November 21, 
1943, supplemented by the provisions of 
the Treaty of 1925, met the require- 
ments of the Oregon statute with re- 
spect to the rights of American citizens 
to take and receive inheritances in Es- 
tonian estates. The property of the 
estate of August Kasendorf, when avail- 
able for distribution, should be distri- 
buted to the administrator of Anna’s es- 
tate, still pending in the Probate Court 
in Oregon. The Probate Court, in that 
estate, should determine whether or not 
Damara is entitled to inherit from her 
mother in view of an Oregon statute (re- 
pealed in 1957), which provided that an 
illegitimate child was the heir of its 
mother only, and could not inherit from 
the mother’s kindred. 


JOINT TENANCY — Effect of Joint Ac- 
count with Right of Survivorship 


Florida—District Court of Appeal, 3rd District 

Sullivan v. Chase Federal Savings and Loan 
Assn., 119 So. 2d 78. 

Testatrix had created a joint account 
with right of survivorship in her name 
and that of a close friend. Litigation re- 
sulted between the surviving joint ten- 
ant and the administrator, c.t.a., of testa- 
trix’s estate. The trial court entered a 
summary final decree in favor of the 
surviving joint tenant, relying on Spark 
v. Canny, 88 So. 2d 307, in which the 
Supreme Court had held that the crea- 
tion of a joint tenancy, with full right 
of survivorship, created a presumption 
of donative intent which could only be 
overcome by clear and convincing evi- 
dence to the contrary. 


HELD: Reversed. Acknowledging the 
holding of the Supreme Court in Spark 
v. Canny, this court must conclude in the 
instant case that the presumption of 
donative intent was rebutted by the fact 
that the sole intent of the creator of the 
joint account was to make a gift effec- 
tive only upon her death. Accordingly, 
the establishment of the joint bank ae- 
count was an ineffectual attempt to 


TRUSTS AND ESTATES 


crea 
acco 


N 
the 

poir 
held 
actu 
fun 
dea’ 
will 
in t 
bec: 
sort 
ally 
rem 
of 1 


do | 
ten: 
cas 
tha 
ate 
acc 
per 


spe 
ani 
for 
ne 


an 
an 
fic’ 
tri 
he 
an 
ca! 
for 
he 


th 
th 
ily 
th 





ached 
. evi- 
ation. 
rh as 
» fact 
nerce 
nited 
r 23, 
ipro- 
ch as 
nized 
tonia, 
’ Was 
th of 
that 
iblish 
it the 
te of 


' Es. 
r 2a 
ns of 
juire- 
h re- 
izens 
1 Es- 
the 
avail- 
listri- 
S$ es- 
Court 
that 
r not 
a her 
2 (re- 
at an 
f its 
from 


t Ac- 
hip 
istrict 


| Loan 


count 
name 
yn re- 
, ten- 
testa- 
red a 
f the 
Spark 
h the 
crea- 
right 
ption 
ly be 
> evi- 


yp the 
Spark 
in. the 
m of 
> fact 
f the 
effec- 
ingly, 
k ae- 
ot to 


TATES 





create a testamentary disposition of the 
account. 


Note: There was a strong dissent from 
the three-judge court, in which it was 
pointed out that the Supreme Court had 
held in Spark v. Canny that there was 
actually a present inter vivos gift of the 
funds remaining in the account at the 
death of the creator thereof. This case 
will have far-reaching effects in Florida 
in this field, if it is permitted to stand, 
because it is clear that in cases of this 
sort the donative intent, if any, is virtu- 
ally always that the gift be of the funds 
remaining in the account upon the death 
of the creator thereof. 

This line of cases and the instant case 
do not affect the situation when the joint 
tenants are husband and wife, in which 
case it is clearly established in Florida 
that a tenancy by the entireties is cre- 
ated, and the surviving spouse takes the 
account without the necessity of inde- 
pendent evidence of donative intent. 


JURISDICTION — Court May Compel 
Payments Out of Foreign Trust 


California—District Court of Appeal 

Hardy v. Hardy, 181 A.C.A. 374 (May 25, 

1960). 

Mary Hardy left a _ testamentary 
spendthrift trust composed of movables 
and land in Illinois. The trust provided 
for paying out of income or corpus, if 
necessary, a specific sum to plaintiff, 
Marilyn Hardy, as alimony for herself 
and support of a minor child of herself 
and defendant, John Hardy, income bene- 
ficiary. Decree was entered ordering the 
trustee to pay plaintiff an amount due 
her from money on hand in the trust, 
and if the trust did not have sufficient 
cash, then to order a bank in Illinois to 
forward to California all movables, etc., 
held in the trust. x 

HELD: Affirmed. Under Illinois law 
the trustee may be compelled to invade 
the corpus of the trust to support Mar- 
ilyn and the minor child. Order directing 
the trustee to make the specified pay- 
ments does not violate the rights of John 
as beneficiary of income (and of princi- 
pal) on the attainment of certain ages, 
or of any contingent beneficiary. 


JURISDICTION — Who Has Right of 
Appeal in Heirship Proceedings 


California—District Court of Appeal 

Estate of Neilson, 181 A.C.A. 882 (June 15, 

1960). 

Neilson’s will left his entire estate to 
his daughter, Hazel, individually, and 
Coffill as trustee for his son, Ed Neilson, 
not providing for his wife Ines. After 
admission of the will to probate, Coffill, 
as executor and trustee, filed petition to 
determine heirship. Ines filed a statement 
of interest in which she claimed the es- 
tate consisted of community property. 
Coffill as trustee and Hazel each filed 
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a statement of interest asserting that the 
estate consisted of separate property of 
the decedent. A jury determined that all 
the real property and substantially all 
the personal property was community 
property of Ines and the decedent. 


HELD: The beneficiary under a trust 
may appeal from an order in an heirship 
proceeding which adversely affects his 
interest. An executor cannot appeal in 
his representative capacity. Coffill as 
trustee and Ed Neilson as beneficiary 
had the right of appeal, as did Hazel 
since she was a legatee under the will. 


LivING TRUSTS — Bequest to Inter 
Vivos Trust for Subsequent Admin- 
istration Ineffective When Terms of 
Trust Required Immediate Distri- 
bution 


Delaware—Court of Chancery, New Castle Co. 


Bank of Delaware, Exr. v. Bank of Delaware, 
Trustee, 161 A. 2d 430. 


Testatrix’ will bequeathed her residu- 
ary estate to an inter vivos trust of 
which she was settlor: “*** to be merged 
with, held and administered as a part 
of the trust estate held thereunder, which 
shall not be considered a testamentary 
trust. If, at my death, the aforesaid 
trust is not then in existence, then I de- 
vise and bequeath my said residuary 
estate in equal shares to those who shall 
then be my next of kin according to the 
laws of descent then in force in the State 
of Delaware.” 

Subsequently, testatrix amended the 
inter vivos trust by providing: “Upon 
the death of Settlor, the property then 
constituting the principal of the trust 
estate shall be paid over, transferred and 
conveyed, discharged of the trust, to 
the Executor or Administrator of Settlor 


to be distributed as a part of her general 
estate.” 

Upon these facts the executor sought 
instructions for the distribution of the 
residuary estate. 


HELD: For all practical purposes the 
inter vivos trust as a trust did not sur- 
vive the death of the testatrix. Because 
of the amendment to the trust there 
could be no trust with which the resi- 
duary estate could be merged, held and 
administered. Therefore, the trust was 
not in existence for the purpose of ad- 
ministration of assets and the alterna- 
tive provision of the will became ap- 
plicable. The executor was instructed to 
distribute the residuary estate to testa- 
trix’ next of kin. 


PERPETUITIES — Clause Saved Pro- 
vision from Rule 


Missouri—Supreme Court, Div. 1 

Nelson v. Mercantile Trust Co., 335 S.W. 2d 

167. 

Plaintiff, one of three grandchildren of 
settlor, brought suit to have three trusts 
adjudicated void as violative of the rule 
against perpetuities. The Circuit Court 
of St. Louis found the trusts violative of 
the rule, ordered distribution of the trust 
assets in accordance with the residuary 
clause of the settlor’s will, and decreed 
fees for plaintiff and all defendants. 
Plaintiff appealed, challenging the award 
of fees to defendants other than the 
guardian ad litem, and defendants ap- 
pealed, contending the validity of the 
trusts and challenging the award of fees 
to the plaintiff. 


HELD: Affirmed on plaintiff’s appeal, 
reversed and remanded on defendant’s 
appeal. The trust instrument violated the 
rule against perpetuities, because it was 
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possible for a child to be born after the 
rule began to run at settlor’s death, and 
for that child’s descendant to acquire an 
interest in assets after expiration of the 
period permitted by the rule. But the 
saving clause in the instrument prevent- 
ed any violation of perpetuities. Where 
an instrument is susceptible of two pos- 
sible constructions, one rendering it void 
under the rule, the other permitting it to 
stand, the latter should be adopted. Fur- 
thermore, the clause was specifically in- 
tended to prevent any unintentional vio- 
lation of the rule, and since its language 
could be construed to accomplish the in- 
tended purpose, it was reasonable to as. 
sume that the settlor intended to give it 
that meaning which saved the trusts 
from a violation. 


The trustee had a duty to defend the 
plaintiff’s action and was therefore en- 
titled to an allowance from the trust. 
The other defendants were similarily en- 
titled, but the plaintiff was not entitled 
to fees since his sole effort had been to 
destroy the trusts. 


SPOUSE’s RIGHTS — Dower in Trans- 
ferred Land Does Not Extend to 
Subsequent Improvements 


Florida—District Court of Appeal, 3rd Dist. 
Coleman v. Davis, 120 So. 2d 56. 


The decedent had transferred land 
during his lifetime without obtaining 
from his wife the relinquishment of her 
dower. The land had subsequently been 
improved by the transferee. Following 
the death of the decedent husband, his 
widow sued the transferee for her dower 
interest in the land. The case presented 
a question of first impression in Florida. 


HELD: The court specifically adopted 
the majority rule in the United States, 
and refused to follow the opposing Eng- 
lish rule, to the effect that a widow’s 
dower in real estate transferred by her 
husband without her consent does not ex- 
tend to any improvements made thereon 
by the transferee, but is limited to the 
real estate as it existed at the time of 
the transfer. 


SPOUSE’s RIGHTS — Partnership In- 
terests in Foreign Realty Subject 
to Dower Rights 


Florida—District Court of Appeal, 3rd Dist. 
In re Estate of Abraham Binkow, 120 So. 2d 15. 


The widow of a deceased Florida resi- 
dent elected to take dower and petitioned 
the probate court to assign her dower in 
all the assets of the estate, including de- 
cedent’s interest in two partnerships, 
both of which involved the automobile 
parking business upon land owned by the 
partnerships in Michigan and Maryland. 
The widow contended that upon the death 
of her husband the partnerships in each 
state terminated and the decedent’s in- 
terest therein became personal property, 
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subject to descent under the laws of 
Florida, as the state of decedent’s resi- 
dence. The personal representative con- 
tended that the character of the partner- 
ship lands resumed their original status 
as realty following the death of decedent, 
and descended to the heirs of decedent, 
subject to whatever dower rights the wi- 
dow may have, according to the laws of 
the state in which the land was located. 
Both states were subject to the Uniform 
Partnership Act. 


HELD: The status of the partnership 
interest was dependent upon the respec- 
tive law of the states in which the part- 
nerships were located. Accordingly, un- 
der both Michigan and Maryland law 
and in accordance with the holdings of 
every other state, save New Jersey, in 
which the question has been raised, a 
partnership interest, following the termi- 
nation thereof, is treated as personal 
property, notwithstanding the character 
of the property actually owned by the 
partnership. Accordingly, the entire part- 
nership interests were personal property 
and subject to the dower statutes of Flor- 
ida. 


TAXATION — Estate & Inheritance — 
Insurance Payable to Trust Gov- 
erned by Provisions of Will Does 
Not Lose Exemption 


Pennsylvania—Supreme Court 
Heminway Estate, 399 Pa. 651. 


In 1926 decedent, a lawyer, created a 
life insurance trust. On March 26, 1954 
he executed a will, a codicil thereto and 
amendment to the deed of trust. He dated 
the will and the amendment October 15, 
1954, and the codicil December 10, 1954. 
The amendment directed that the insur- 
ance proceeds be held in trust in the 
same manner and for the same persons 


set forth in the will dated October 15, 
1954. By the Act of 1929, P.L. 118, in. 
surance proceeds payable otherwise than 
to the estate of the insured are exempt 
from inheritance tax. The lower court 
held the proceeds exempt and the Com. 
monwealth appealed. 


HELD: Affirmed. The reference to a 
specific will of October 15, 1954 makes 
that particular will an identifiable memo. 
randum to which attention is directed by 
the settlor for determination of who 
should take and how under the trust. The 
fact that the paper happens to be a will 
is purely coincidental. Although the 
beneficiaries of the will were changed by 
the codicil, this merely altered his testa. 
mentary disposition and did not affect the 
trust disposition, as is shown by the fact 
that he gave the codicil a later date. 


TAXATION — Estate & Inheritance — 
Procedure for Determination of 
Deductions 


Pennsylvania—Supreme Court 
Weir Estate, 399 Pa. 612. 


As interpreted by the Courts, the in- 
heritance tax act of 1919 provided that 
an appraisement of the gross value of an 
estate and the allowance or disallowance 
of deductions by the Register of Wills as 
the representative of the Commonwealth 
shall be final unless appealed to the Or- 
phans’ Court within 60 days. In 19438, 
the Act was amended to provide that the 
question of the allowance or disallowance 
of deductions could be determined with- 
out appeal at the audit of the account of 
the personal representative in the Or- 
phans’ Court. In this case the Register 
representing the Commonwealth allowed 
certain deductions which, when the ac- 
count was presented in the Orphans’ 
Court, the Attorney for the Common- 
wealth requested the Court to disallow. 
The lower Court refused to consider the 
request and the Commonwealth appealed. 

HELD: Reversed. The Act of 1943 per- 
mits either party to litigate the allow- 
ance or disallowance of deductions for 
inheritance purposes at the audit of the 
personal representative’s account with- 
out appeal. This Act has made the deter- 
mination of deductions a separate func- 
tion from the determination of gross val- 
ues and has provided a separate method 
for bringing disputes over deductions be- 
before the Orphans’ Court. On gross val- 
uations, however, the procedure remains 
as before — by appeal within 60 days. 


WILLS — Construction — Devise to 
A “and Her Descendants” Creates 
Fee Simple 


Texas—Court of Civil Appeals 
Reilly v. Huff, 335 S.W. 2d 275. 


Testator devised a remainder interest 
to his sister “and her descendants.” In 
a suit to construe the will, the district 
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court held that, upon the Testator’s 
death, the sister received a vested fee 
simple title to the remainder interest. 

HELD: Affirmed. This case differs 
from a devise to “the descendants of” a 
person or to a person “or his descend- 
ants.” To hold that the sister and her 
descendants, even in the remotest de- 
gree, take as co-tenants would violate the 
rule against perpetuities. A devise to a 
person “and his descendants” created 
a fee tail estate at common law. Such 
estates, however, are abolished by statute 
in Texas, and words which previously 
would have created a fee tail estate 
now vest a fee simple estate in the per- 
son named as devisee. 


WILLs — Construction — Forfeiture 
Clause to be Enforced If Not Op- 
posed to Public Policy 


New Jersey—County Court 
In re Badenhop’s Estate, 161 A. 2d 318. 


Surrogate entered judgment denying 
probate to second codicil to testator’s 
will and widow appealed. Will contained 
forfeiture clause to effect that any bene- 
ficiary who opposed or contested probate 
or validity of will was automatically to 
forfeit his or her bequest under will. If 
second codicil were effective, decedent’s 
wife would gain pecuniarily tax-wise to 
ultimate pecuniary detriment of execu- 
tors and trustees. Executors, opposing 
appeal, made request of County Court 
for advice and direction in view of for- 
feiture clause in will. 

HELD: Executors and trustees contest 
will at their peril. Testator’s explicit in- 
tentions that no contest be raised offend 
Court’s conscience less than deprivation 
of argument of appeal. Forfeiture clause 
is condition subsequent, and is device em- 
ployed to effectuate testator’s intentions. 
Its use is within province of testator, 
provided it is not opposed to public policy 
or rule of positive law. 


WILLs — Construction — Adopted 
Child Not Included in Remainder 
to “Children” or “Heirs of Body” 


Texas—cCourt of Civil Appeals 
Cutrer v. Cutrer, 334 S.W. 2d 599. 


Settlor created two irrevocable trusts 
in 1987 and 1946. Each trust was to 
last for the life of settlor’s son. Upon 
the death of the son, one trust provided 
for a gift over to “his child or children, 
share and share alike,” and the second 
trust provided for a gift over to “the 
heirs of his (the son’s) body.” After the 
execution of the trusts, settlor’s son 
adopted a child. Upon the son’s death, 
the guardian of the adopted child 
brought suit in the district court alleg- 
ing that the adopted child should share 
as a remainderman under the two trusts. 
The district court denied the claim of 
the adopted child. 

HELD: Affirmed. The right of the 
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adopted child to share in the trusts as a 
remainderman is governed by the law 
in force at the time of the trusts’ exe- 
cution, and, in construing the trusts, the 
intention of the settlor at the time of 
the creation of the trusts is determina- 
tive. The words “child” or “children” 
have definite legal meaning when used 
in private instruments and do not in- 
clude adopted children unless it is clear 
from the language used that such was 
the intention. Likewise, “heirs of the 
body” includes only children born of the 
parents in question. In the absence of a 
showing of fraud, accident, or mistake, 
extrinsic evidence of the settlor’s intent 


’ is inadmissible. 


WiLLs — Construction — Specific 
Bequests Abate to Give Maximum 
Marital Deduction 


Missouri—Supreme Court, Div. 1 
Osborn v. Osborn, 334 S.W. 2d 48. 


Plaintiff, individually and as co-execu- 
tor, sought construction of her husband’s 
will. Testator’s son, grandson, and the 
latter’s children were defendants. The 
primary question was which of testator’s 
bequests should abate by reason of an in- 
sufficiency of assets. Plaintiff claimed 
one-half of her husband’s gross estate 
for federal estate tax purposes, the en- 
tire deficiency to fall upon defendants. 
The defendants claimed that the bequests 
to them were specific and hence had 
priority. The Circuit Court of St. Louis 
agreed with the widow and adjudged that 
she was to receive an amount equal to 
the maximum marital deduction as finally 
determined for federal estate tax pur- 
poses. 

HELD: Affirmed. Testator intended 
that any assets which might be a part of 
his probate estate, and which would qual- 
ify for the marital deduction, should be 
used to satisfy any insufficiency in that 
deduction. Thus, the wife would receive 
the full amount of her bequest in any 
event, and the estate would get the full 
benefit of the marital deduction. 

Technical labels, like “specific bequest,” 
are inoperative where the testator’s in- 
tent is ascertainable. Therefore the defi- 
ciency fell on the defendants, as testator 
must have realized that the insufficiency 
would have to come from the so-called 
“specific bequests.” 


WILLs — Joint & Mutual — Nature 
of Remainders Not Affected by 
Nature of Will 


Mississippi—Supreme Court 
McClelland v. Barr, 119 So. 2d 262. 


In 1932, H and W executed a joint 
will. H died in 1933 and W died in 
1957. H owned almost all of the property 
involved, both when the will was ex- 
ecuted and when he died. The joint will 
was probated after the death of each. 
W devised her estate to H in fee simple 
in the event H survived W, while H 


devised to W a life estate in all of his 
property with an unlimited power of 
disposal in the event W survived H. The 
residuary clause of the joint will, in the 
event W survived H, gave one-half of 
the residue to named relatives of W and 
one-half to named relatives of H. 

Some of the named relatives on each 
side predeceased W. The appellants were 
the named relatives of W who survived 
W and the heirs or devisees of those 
named relatives of W who predeceased 
W. The appellees were the named rela- 
tives of H who survived W and the heirs 
and devisees of those named relatives of 
H who survived W. 

After W’s death in 1957, her estate 
was opened and H’s estate was reopened 
and the executor, petitioned for the con- 
struction of the joint will. The issues 
were whether the joint will created 
vested or contingent remainders in the 
remaindermen who predeceased W; and 
if not, whether the joint will form plus 
the unlimited power of disposition en- 
larged W’s life estate to one in fee sim- 
ple. 

The lower court held that W received 
only a life estate and the remainders in 
the second takers vested at H’s death, 
twenty-four years before W’s death. 


HELD: Affirmed. A joint will of a 
husband and wife is in Mississippi the 
separate will of each. It was plain from 
reading the will that W only had a 
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life estate with a power of disposition. 
“A life estate expressly created by the 
language of an instrument will not be 
converted into a fee or any other form 
of estate greater than a life estate mere- 
ly by reason of there being coupled with 
it a power of disposition, however gener- 
al or extensive.” The joint will itself 
tended to exclude any inference that the 
remainder estates were contingent on 
survival by each of the named remain- 
dermen of W, since it stated that the re- 
mainders would not be valid unless W 
survived H. 


WILLS Probate Instrument 
Must be Signed for Him in Pres- 
ence of Decedent 


Pennsylvania—Supreme Court 
Rhodes Estate, 399 Pa. 476. 


Decedent signed his will by mark in 
the presence of three eye-witnesses, two 
of whom became subscribing witnesses. 
The third eye-witness was the only one, 
however, who was able to testify that 
decedent’s name had been signed for him 
in decedent’s presence. The lower Court 
held that the Wills Act does not require 
the subscribing witnesses to prove that 
testator’s name was subscribed in his 
presence; that the testimony of the third 
eye-witness was sufficient. The will was 
admitted to probate. 

HELD: Reversed. Under section 2(2) 
of the Wills Act of 1947, the following 
must be proved: (1) the inability of 
testator to sign, (2) he made his mark, 
(3) before or after he made his mark, 
his name was subscribed, (4) his name 
was subscribed in his presence, (5) he 
made his mark in the presence of two 
witnesses, (6) these witnesses signed 
their names to the will and (7) they 
signed in testator’s presence. How this is 
to be proved is governed by section 4 
which provides that no will shall be valid 
unless proved by two witnesses. Since in 
this case the required facts were proved 
by only one witness, the probate of the 
will must be set aside. 


A A A 


LEGISLATION 
(Fourth 1960 Report) 


ARIZONA 


Ch. 105: Amends Sec. 14-511 to in- 
crease from $300 to $700 amount of 
wages which surviving spouse may col- 
lect from decedent’s employer without 
procuring letters of administration. 


LOUISIANA 


Act 96: Provides that settlor of trust 
other than one established by employer 
for employees may not be trustee there- 
of but spouse may be. 


SouTH CAROLINA* 


Act 655: Permits fiduciary investment 


*Some items previously reported are restated here 
to show correct Act numbers. 
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in obligations secured by first mortgages 
on real estate in any of the United States 
(omitted inadvertently in 1959 amend- 
ment to Sec. 67-58). 

Act 677: Exempts pension plans, an- 
nuity trusts and similar employer-em- 
ployee arrangements from rules against 
perpetuities and restraints on alienation. 

Act 678: Authorizes probate court to 
reduce bond of fiduciaries to correspond 


to reduced amount of estate, but with- 
out affecting liability on bond before re- 
duction. 


Act 706: Adopts Uniform Act for 
Simplification of Fiduciary Security 
Transfers. 


Act 716: Amends Sec. 19-473 to re- 
quire executor or administrator to file 
affidavit of notice to creditors within two 
weeks after final publication. 








¢ INDEX TO ADVERTISERS «+ 


BANKS & TRUST COMPANIES 


ARIZONA 
Phoenix 
First National Bank of Arizona . ...747 
DELAWARE 
Wilmington 
Bank of Delaware ........-.......:. Font aks sabiucdscaaehceee 746 
Wilmington Trust Co. ............ .756 
DISTRICT OF COLUMBIA 
Washington 
American Security & Trust Co. .756 
ILLINOIS 
Chicago 
City National Bank & Trust Co. ......................-- 706 
First National Bank ....... : 3rd Cover 
MARYLAND 
Baltimore . 
Baltimore National Bank ..............-................... 718 
MASSACHUSETTS 
Boston 
National Shawmut Bank ......... 761 
MICHIGAN 
Detroit 
National Bank of Detroit ............. 7 
MISSOURI 
Kansas City 
City National Bank & Trust Co. .- ...747 
St. Louis 
St. Louis Union Trust Co. ............ tae 
NEVADA 
Reno 
First National Bank of Nevada ..... .720 
NEW YORK 
New York 
Brown Brothers Harriman & Co. .749 
Fiduciary Trust Co. ............. or 
Rochester 
Genesee Valley Union Trust Co. 769 
PENNSYLVANIA 
Philadelphia 
Girard Trust Corn Exchange Bank .... 715 
Provident Tradesmens Bank & Trust Co. 759 
RHODE ISLAND 
Providence 
Industrial National Bank ......... ..768 
Rhode Island Hospital Trust Co. . 712 


CANADA 


Toronto 
National Trust Co. s ois 


OTHER SERVICES 
Appraisers & Buyers 


American Appraisal Co. ................. , 

Parke-Bernet Galleries, Inc. dae 
Appraisers & Buyers—Coins 

MTN Se tha ee ae acne matin ciae aaah ...... 764 
Corporation & Financial Notices 

MN NN 5 ons cas nnnecdcoasssccaccoien 740 

Air Reduction Co., Inc. ......................... 729 

American Electric Power Co., Inc. .............. 740 


Central and South West Corp. ......................726 







Central Illinois Public Service Co. ....740 
Cities Gervice On Co,. ..............:.... : 727 
Eagle Picher Co. .. 732-733 
NN in i ide eae dn nelaSedabnscsanaaeine 740 
Goodyear Tire & Rubber Co. 705 





National Distillers & Chemical Corp. PS 
Phelps Dodge Corp. 


Public Service Electric & Gas Co. 726 
Pullmenm Incorporated § .....:...0:....:........-.. ; .740 
R. J. Reynolds Tobacco Corp. . 726 


Southern California Edison ................ peeerae 








746 





Southern Natural Gas Co. .............0......... 729 

po EE ee ee 729 

Tennessee Gas Transmission Co. ........... ..740 

‘Texes Gulf Sulphur Co. ....................... .729 

Usion Carbide Cacp. .........:.............-...- -onnc a 

pmaeee enees Dames Ge. ................cc.ccc.co-.205 729 

United States Steel Corp. ....................2nd —- 

Utah Power & Light Co. ............. Lcaactmenanses 

Yale & Towne Manufacturing Co. ........ : 729 
Financial Services 

tandard Research Consultants, DAG. ....2....:.0e 

Standard & Poor’s Corp. ................... ee 
Help and Positions Wanted 754 
Hospitals 

Commmbinnet: Tioageeel -......-....2.....ccccecccecccnncesccess SO 
Hotels 

Pitth Avenue Tlotel ......:..........:............... 771 | 
Insurance 

Connecticut General Life 

Emeurence Co. .................. core eect 4th Cover 

New York Life Insurance Co. . is ae Oe 713 
Investment 

Burnham & Co. asia a —— 

Ira Haupt & Co. .... ....743 

Kidder, Peabody & Co. 736 

OS OO OO eee ee 742 


Carl M. Loeb, Rhoades & Co. ............... 725 
an, Abbett & Co. ee 

Ww. Pressprich & Co. . 
eke moe & Parahem .....................:. ae 
Studley, Shupert & Co., Inc. 


Studley, Shupert Trust Investment Council....738 
7 


Tri-Continental Corp. ............<0..-2..esssa...:. 42 
Restaurants 
Voisin ...... 764 








TRUSTS AND ESTATES 








7ith- 
» re. 


for 
rity 


re- 
file 
two 


..759 


746 


723 


764 


32-733 


757 | 


724 


...754 


-5- ae 


771 | 


h Cover 
ae 














Banker with a lawyer’s mind 


He’s Pressly L. Stevenson, and he’s part of 
a team of experienced trust department 
officers at The First National Bank of Chi- 
cago. Like all of the men in our Trust De- 
partment, he can help you handle any of 


your clients’ affairs where the law touches 
money and property. Stop in and meet the 
men in our Trust Department today. You'll 
get a warm welcome—and the services you 
and your clients need. 


The Trust Department 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets * Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 














What happens next may surprise you 


YOU, AS AN ATTORNEY, may see him out of a 
sense of duty to your client. But before many 
minutes pass, you will realize that there is 
something of unusual value in the background 
notes the Connecticut General man brings you. 
First, this is not just a collection of ideas. It is 
a comprehensive and closely reasoned study pre- 
pared for one of your clients. You’ll realize and 
appreciate the hours of thorough work behind 
the CG man’s evaluation of every asset in terms 
of your client’s goals in life. 


The CG man has done solid groundwork. His 
notes are related to your client’s current and 


future needs. They include suggestions for a 
more productive use of all his assets. It’s all 
there for your consideration. 


You may look forward to the CG man’s first visit 
with only mild curiosity. Often, however, this 
visit will prove so worthwhile to you, the attor- 
ney, and to your client that the CG man becomes 
a welcome visitor for many years to come. 


Connecticut General Life Insurance Company, 
Hartford. 


Life... Accident ... Health... Pension Trusts 
Group Insurance...Pension Plans... Annuities 
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